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FOREWORD 


At the July 1965 Federal-—Provincial Conference the 
Premier of British Columbia, Hon. W. A. C. Bennett, proposed 
that the next conference be held in Victoria in 1966 to help 
commemorate the Centenary of the Union of Vancouver and British 
Columbia. Plans subsequently made for the meeting, scheduled 
to take place in June with education financing as the main 
item on the agenda, had to be cancelled, however, due to prov- 
incial elections which would prevent a number of premiers from 
attending the Conference. After further consultation between , 
the federal and provincial governments, it was agreed that the 
discussion of education financing should be taken up at a 
previously planned conference on fiscal matters, scheduled to 
take place in Ottawa in the fall. The dates of this Conference 
were later set as October 24-28, 1966. 


The proceedings of the Conference were not open to 
the public but in accordance with established practice a 
number of documents were issued in the course of the meeting. 
These documents form the substance of this booklet. In order 
however to place them within a proper context, a few words of 
general explanation may be required. 


The Conference was divided into three different 
meetings: the first meeting, which lasted from Monday after- 
noon, October 24, to Wednesday noon, October 26, dealt with 
post-secondary education financing and manpower training. The 
second meeting, which started on Wednesday afternoon, October 
26, and ended on Friday morning, October 28, involved discus- 
sions by the Tax Structure Committee of the implications of 
its studies (initiated two years previously) of projected 
government revenues and expenditures in coming years. The 
third meeting was that of the Plenary Conference of the Prime 
Minister and Premiers, which met briefly following the Friday 
meeting of the Tax Structure Committee, to discuss various 
matters of business relating to items considered at the previous 
two meetings. 


Post-Secondary Education Financing 


The proposals made by the federal government in 
relation to post-secondary education financing were outlined 
in considerable detail in a statement the Prime Minister of 
Canada made at the opening of the Conference on Monday, October 
24. The essentials of the proposals were these: the federal 
government indicated its readiness to arrange for unconditional 
fiscal transfers to the provinces calculated according to which- 
ever of the following two formulae a province chose (the subse- 
quent Act provided for the automatic transfers of whichever 
amount was greater under these formulae): 1) $14.00 per head 


of population in a province, or 2) 50 per cent of the operating | 
expenditures connected with all post-secondary programs of 
education according to a definition to be agreed upon between 
governments. The Prime Minister announced later during the 
Conference that the federal government was prepared to increase 
the per capita figure from $14.00 to $15.00. It was part of 
the proposal that those provinces opting for the per capita 
payment would receive increased transfers in subsequent years 
in line with rising costs. 


The method proposed for making these federal payments 
to the provinces was as follows. Each province would receive 
part of the revenue by way of federal tax abatements through a 
lowering of the federal personal income tax by 4 percentage 
points and the federal corporation income tax by 1 percentage 
point, thus enabling the provinces to raise their taxes pro- 
portionately. Secondly, the yield from these taxes would be 
equalized to the national average yield under the general reve- 
nue equalization formula proposed by the federal government at 
the Tax Structure Committee meeting of September 1966. Finally, 
the federal government would make an additional special adjustment 
payment to bring the total up to the amount due to the province 
under the education financing formula it had selected. 


In announcing federal intentions to develop a new 
policy along the above lines, the Prime Minister of Canada 
stated that per capita university grants would be terminated 
after the 1966-67 payments had been made, and that a number of 
the technical and vocational training shared-cost programs 
would be allowed to lapse at their termination date of March 31, 
1967. The principal exception would be that capital assistance 
for the construction of technical and vocational training 
institutions would be phased-out over a period of years until 
each province reached its quota of $480 per head of population 
aged 15-19. This initial proposal was subsequently modified 
in the course of the Conference, as a result of provincial 
representations, so that the phasing-out period would be 
stretched until such time as each province had received a higher 
sum of $800 per capita. 


Manpower Training 


The main focus of discussion under this item was the 
federal proposal to initiate a program starting April 1, 1968, 
under which it would cover 100 per cent of the costs (including 
living allowances) for training and retraining of adults in the 
Canadian labour force. The new program would apply to adults 
defined as those having been out of the school system for at 
least three years. The federal government was also prepared 
to offer loans for the construction of facilities for the new 
programs involved, and would in addition pay 100 per cent of 
the costs to business firms offering training programs for 
adults. 


Provincial Reaction and Subsequent Legislation 


As the papers contained in this booklet indicate, 


a number of provinces issued statements at the opening of the 
Conference stating their views on education financing and 
stressing the great importance they attached to further federal 
support in this area. The major points put forward by the 
provinces, in response to the federal proposals outlined above, 
were as follows: 


a) it was not clear what the "net" financial gain 
to the provinces would be as a result of the 
replacement of the previous program of university 
grants by the new program of fiscal transfers 
in respect of post-secondary education. It was 
also not clear how post-secondary education would 
be defined; 


b) the drawing of a distinction between education 
and adult training was difficult to justify. 
The proposed definition of adult for the new 
manpower training program would also create 
difficulties for certain provinces; and 


c) the termination of shared-cost programs in the 
field of technical and vocational training 
would have adverse effects for some provinces. 


Following the Conference, consultation was undertaken 
with the provinces on a number of outstanding points. The 
results of these discussions were subsequently reflected into 
two separate federal Acts: 1) the Adult Occupational Training 
Act, which came into effect on April 1, 1967, and which commits 
the federal government to pay 100 per cent of the costs of 
training adults as well as paying living allowances directly 
to those receiving training; 2) the Federal-—Provincial Fiscal 
Arrangements Acts, 1967, passed in March 1967, which provides 
each province with fiscal transfers equalling either $15 per 
capita or 50 per cent of its operating costs of post-secondary 
education, whichever is greater. 


Tax Structure Committee Meetings 


The main topics discussed at these meetings were: 
the use of tax fields, Tax Structure Committee procedures, the 
sharing of tax fields, shared-cost programs, equalization, 
revenue stabilization, and the federal-provincial fiscal ar- 
rangements for 1967-68 and 1968-69. Also, the Secretary of the 
Tax Structure Committee presented for the Committee's approval 
a report to be submitted to the Plenary Conference on Projec-— 
tions of Government Revenues and Expenditures that had been 
drafted by the Continuing Committee on Fiscal and Economic 
Matters, a committee made up of federal and provincial deputy 
ministers of Finance and deputy treasurers. 


Plenary Conference 


As already mentioned, the Plenary Conference of the 
Prime Minister and Premiers met briefly during the last day of 
the Conference to complete discussion of the various issues that 
had been considered earlier that week. The Conference adjourned 
at eee pm. after deciding that no press communiqué would be 
issued. 


Opening Statement by 
THE RIGHT HONOURABLE L. B. PEARSON 
Prime Minister of Canada 
at the 
CONFERENCE ON FINANCING HIGHER EDUCATION 


(Monday, October 24, 1966) 


The present series of meetings of the federal and 
provincial governments is among the most important that has 
occurred in Canada in recent years. The meeting of the Tax 
Structure Committee will provide the occasion for further 
discussion of proposals made to that Committee by the Minister 
of Finance on September 14th, 1966, which included a complete-— 
ly new plan for fiscal equalization and a suggested new 
approach to shared-cost programs. When these proposals were 
put forward, it was said that they would be supplemented by 
arrangements with respect to the rapidly rising needs of the 
provinces in meeting the growing costs of higher education. 
For this reason, the first of our meetings this week concerns 
the financing of higher education, after which the Tax Struc- 
ture Committee will reconvene to examine the fiscal situation 
as a whole. Final consideration of the entire position will 
then be undertaken by a plenary Federal-Provincial Conference 
on Thursday and Friday, October 27th and 28th. 


The Needs of Higher Education 


The needs of Canada for highly qualified men and 
women, matched by the demands of Canadians for higher education 
and training, are creating an explosion of learning. Dramatic 
evidence of this can be seen in university enrolments. Ten 
years ago there were 78,500 full-time students in Canadian 
universities and colleges. Today that enrolment has almost 
trebled, to 234,000. Last year, when the Bladen Commission 
on "Financing Higher Education in Canada" reported to the 
Association of Universities and Colleges of Canada, it predict- 
ed that by 1970 full-time enrolment would reach 340,000 and 
five years later, 461,000. Already, however, these projec-— 
tims are believed to be low by about fifteen per cent and the 
most recent expectation is that full-time enrolment will double 
again by 1973, and in the following year exceed a half-million 
students. Today, among Canadians in the age group 18-24, one 
in ten is a full-time student at university; in ten years! time 
the ratio is expected to be almost one in five. 


The financial impact of this explosion on governments 
needs no elaboration. The dependence of universities on public 
funds has grown steadily over recent years, and will continue 
to grow. Moreover, if there is to be — as we all desire - 
equality of opportunity for Canadian youth, there must be 
increasing funds for student aid. 


In regard to student aid the federal government 
remains committed to establishing a system of bursaries and 
scholarships after consultation with the provinces. The current 
talks are confined to ways and means of enabling the provinces 
better to meet their obligations for the construction and 
operation of post-secondary institutions. This is the first 
Priority. 


To all these mounting costs of university education 
must be added the requirements of other forms of post-second— 
ary education —- the technical institutes and training centres, 
and community colleges. We have also to take account of the 
increasingly urgent need for the re-training of adult workers 
to enable them to adapt to the new and unfamiliar demands of 
a rapidly developing industrial society. This Conference can- 
not consider the needs of the universities alone. Technical 
and vocational training also imposes financial demands of 
great weight and urgency. For the past six years the federal 
government has responded to this demand through the federal- 
provincial agreements on technical and vocational training. 
These agreements expire next March 31st. We must consider not 
only the financing of higher education and the tax structure 
but also what future financial arrangements regarding training 
should be established in place of the present agreements. 


Immense as are these financial demands of higher 
education, their claims on the resources of the country must 
be given a high priority. That each Canadian should have the 
opportunity of developing to the full extent of his capacity 
is not only an ideal; it is also, as the Economic Council of 
Canada has reported so compellingly, a means of providing for 
its people the material prosperity and cultural enrichment that 
lie within our grasp. 


The Federal Government and Higher Education 


The establishment of satisfactory federal-—provincial 
arrangements relating to higher education is particularly 
difficult. This problem involves many other issues that must 
be considered in achieving satisfactory relationships within 
Confederation generally. 


Education is, under our constitution, a matter of 
provincial jurisdiction. The federal government does not 
dispute this or wish in any way to do so. At the same time, 
education is obviously a matter of profound importance to the 
economic and social growth of the country as a whole. This 
is particularly true of higher education. Apart altogether 
from the general interest in fostering equality of opportunity 
for Canadians, wherever they may live or wherever they may be 
brought up, the federal government has specific and particular 
responsibilities to which higher education is relevant. While 
education itself is provincial, the federal government accepts 
primary responsibility for employment and economic activity 
generally in the country. We recognize that provincial govern- 
ments share our concern in these matters and pursue these 
common aims in the conduct of their own affairs. It is, how- 
ever, the responsibility of the federal government to devise 


and apply national policies and measures that are necessary 

to ensure that the economy of Canada will continue to expand 
and will become increasingly productive, in order that there 
may be full employment and an increasing level of prosperity 
for all our citizens. The preparation of our young people 

for productive participation in the labour force of the country 
is a matter of vital concern to all Canadians. We have also to 
keep in mind that young people of a particular province do not 
necessarily receive their education and training in their home 
province, and that people, after graduation,. do not necessarily 
live out their lives and take up employment in the province 
where they received their education. These facts affect the 
burden of costs that falls upon the different provinces. 


Because of this broad interest in the adequacy of 
educational opportunity, the federal government is prepared 
to take action to help alleviate the financial difficulties 
that provinces may encounter in shouldering the burdens placed 
on them especially by the increasing costs of an adequate 
standard of higher education. This does not mean that the 
federal government can or should impose on the provinces any 
views as to how much money should be spent for education or 
in what way it should be applied. Those are matters for 
provincial decision. The federal government wishes by its 
actions to recognize the needs and priorities of the provinces. 
It is for provincial governments to take the action that, 
within their fields of jurisdiction, they think most appro- 
priate and desirable. 


This latter point. 2s of particular) velevance yloszour 
conviction that the financing of universities and of other 
post-secondary institutions should be considered together. 
Under existing agreements, the federal government has borne 
50 percent of the operating costs of much of post-secondary 
technical and vocational education. Although the need for 
further expansion of such institutions remains, there is a 
growing danger that federal cost-sharing in this field could 
distort the post-secondary educational structure. Under the 
present system, a province has a stronger incentive to establish 
and operate a post-secondary institution, that can qualify under 
the training agreements, than it would have to provide ad- 
ditimal university facilities for which there is no shared- 
cost incentive. 


The expiration of the training agreements provides 
an opportunity to remove this anomaly and to treat all post- 
secondary institutions alike. Technological institutes can 
be included with universities in determining the basis of the 
proposed new financial arrangements. As a consequence, the 
action of the federal government can be essentially neutral 
in its effect on the institutional structure of post-secondary 
education within any province. 


Expiration of Technical and Vocational Training Agreements 


Having said this, let me emphasize the importance of 
our past initiatives in the field of technical and vocational 
training. The technical and vocational training agreements 


that expire next year have been the instruments for bringing 
large federal financial resources into play to assist the 
provinces, especially for the building of vocational high 
schools. There seems to be little public awareness that, during 
the five complete fiscal years of the program to last March 4lst, 
approximately $400 million was provided in federal contribu- 
tions to the capital costs of vocational high schools. Another 
$200 million of federal grants was provided for the construc- 
tion of trade schools, institutes of technology and similar 
training facilities. 


Five years ago, the building of more adequate facil- 
ities for technical and vocational training, especially at 
the high school level, was a priority need in the education 
systems of the provinces. In these circumstances there were 
strong desires for federal financial assistance, and much has 
been done, through the agreements, to help vitalize this area 
of education. 


While continuing improvement is necessary, the rapid 
post-war growth in our population of secondary school age is 
now falling off. The emphasis of need is shifting. Im any 
event, no one would contemplate that the federal government 
should become permanently involved, either directly or indirect- 
ly, in any form of secondary education which is the constitu- 
Tionel responsibility of the provinces. Furthermore, as 
provincial premiers and others have so often pointed out, any 
shared—cost program is almost certain to have some distorting 
effect, compared with the varying ways in which provinces 
would choose to arrange their priorities in the absence of 
federal financial incentives. Accordingly, we are not proposing 
that there should be new technical and vocational training 
agreements affecting the secondary school system. The existing 
agreements will lapse automatically next March 31st. 


Nevertheless, we would not wish the change to be 
unnecessarily abrupt. Although the program will have been in 
existence for six years, differences in the educational 
structures and financial situations of the provinces have 
produced wide variations in the extent to which federal capital 
grants have been used. The agreements provide for a federal 
contribution of 75 percent of capital costs until a province 
has drawn grants equal to $480 per capita of its 1961 popula- 
tion “in’ the’ 15-19 age group. “Last year, as part of our pro- 
gram to defer construction work, the federal government offered 
to continue this 75 percent contribution beyond 1967, to give 
all provinces a chance to catch up to the $480 per capita 
level. The provinces agreed. We must therefore keep this offer. 
open until March 3lst, 1970. 


Even this lengthy transitional arrangement, however, 
may not be completely fair in all cases because of the wide 
variations between provinces. Some provinces have found it 
necessary to concentrate on making up grave deficiencies in 
their trade school facilities, and in consequence have so far 
taken little advantage of the program to improve their high 
school facilities. We propose therefore to offer a further 
phase-out arrangement. On March 31st next we will strike a 
figure for the national average of contributions, per capita 


of the population aged 15-19, made for vocational high schools. 
If a province reaches the $480 per capita quota for capital 
grants of all kinds, but is still below the national per 

capita average in grants for high schools, we will be willing 

to make further contributions to vocational school construction 
costs at the 50 percent sharing rate. This offer will remain 
open for a further three years - that is, until March 34lst, 

1974 - for any province that does not reach the national average 
before that date. 


The exact effect of this phase-out will, of course, 
depend on the distribution and size of provincial expenditures. 
It is estimated, however, that for the next three years federal 
capital grants will continue to the extent of an average of 
about $70 million a year. For one year longer - that is, for 
1970-71 -— grants will continue at the much smaller but still 
appreciable rate of about $35 million, During the final two 
years they will fall to modest levels. 


The federal constribution to the operating costs of 
vocational high schools has been limited to about $3 million 
a year and a phase-out hardly seems necessary. The grant will 
disappear next March 31st. 


Federal Proposals 


The federal government proposes to assist the provin- 
ces in financing the rising costs of post-secondary education - 
both operating and capital - by a special arrangement of fiscal 
transfers. The approach we are proposing rests on an aware- 
ness of the extraordinary financial requirements for higher 
education in the years ahead, together with a recognition of 
provincial jurisdiction over education. The arrangements 
proposed, therefore, are designed to take particular account of 
provincial financial needs for post-secondary education, but 
in a manner that manifestly exerts no influence on the struc= 
ture and content of provincial programs for higher education and 
enables each provincial government to determine its own approach 
to post-secondary education generally. 


In recognition of the fiscal needs of the provinces 
for post-secondary education, we would propose in effect to 
transfer to the provincial governments four percentage points 
of the personal income tax and one point of the corporation 
income tax. To make this tax transfer, the federal govern- 
ment will reduce its individual income tax by four percent of 
the basic tax and its corporation income tax by one percent 
of corporate profits, thus enabling the provinces to raise 
their taxes painlessly by corresponding amounts. The yield from 
these taxes would be equalized automatically to the national 
average yield under the general revenue equalization formula 
we have proposed. I feel bound to point out that the cost of 
this support for higher education must be carried by the 
taxpayers of Canada in one way or another - including the re- 
placement of the revenue transferred. 


We recognize that an equalized tax transfer meets a 
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different proportion of the expenditure needs of each of the 
individual provinces for post-secondary education. This is 
because of differences in the levels of educational expendi- 
tures across Canada, and because of differences in tax yields 
even after equalization to the national average. Thus, a 
straight transfer of tax points would result in an unequal 
federal contribution toward the expenditure needs of the 
different provinces in this field. Therefore, the federal 
government is prepared to make additional equalization pay- 
ments -— that is, we are prepared to pay special program 
equalization payments in addition to the "revenue equaliza- 
tion" payments under the general equalization formula. 


Our plan would call for some measure of the expend- 
iture needs of the several provinces in the field of post- 
secondary education, with the federal government giving an 
undertaking that its total fiscal transfers would equal a 
certain proportion of these expenditure needs. Thus, if the 
needs of a particular province are calculated to equal a 
certain amount, the federal government would determine whether 
the value of the taxes transferred to it fell below the stated 
proportion. If it did, the tax transfer would be supplemented 
first by the general revenue equalization payments, where 
applicable, and then by the program equalization payment which 
would bring the total up to the pre-determined proportion of 
expenditure needs. This is a quite new approach to federal 
assistance to the provinces, and one which will require a good 
deal of careful thought and co-operative effort between the 
federal and provincial governments. There may be alternative 
suggestions as to how we can reach the desired goal. The 
appropriate place to consider them as well as the problems in- 
volved in our plan would be the Tax Structure Committee. 


We would suggest that the expenditure needs of the 
provinces in the field of higher education would best be 
measured by totalling the operating expenditures of the post- 
secondary institutions in each province - that is, the expend- 
itures of universities, technical institutes and other post- 
secondary schools or colleges that arise from the training of 
students who have their senior matriculation. The federal 
government would be prepared to recommend to Parliament that 
the equalized tax transfer of four personal income tax points 
and one corporation income tax point be augmented by uncondition- 
al program equalization payments which would bring the total 
compensation up to 50 percent of the operating costs of post- 
secondary educational institutions in each province. 


This fiscal transfer would be calculated in relation 
to operating costs in determining the amount, but would be 
regarded as being on account of both the operating and the 
capital expenditure needs of these educational bodies. We 
recognize that the capital costs of building and equipping 
universities and other institutes for higher education form 
a major part of the financial problem confronting the institu- 
tions and the provincial authorities. We have been unable, 
however, to get any reliable forecast of the magnitude of this 
part of the problem, nor to devise any equitable way of assist- 
ing with it that did not involve the federal authorities 
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Sharing in details of matters under provincial jurisdiction. 
Consequently we are proposing to deal with the capital costs 
by including a substantial amount in respect of operating 
costs, believing that this will work out effectively and 
fairly in the end. 


We recognize that this way of measuring expenditure 
needs may not suit several of the provinces. Consequently, 
we are prepared to use as an optional measure of expenditure 
need the flat figure of $14 per capita, which is roughly equal 
to 50 percent of post-secondary operating expenditures over 
the country as a whole. This figure would be increased each 
year in proportion to the increase in post-secondary operating 
expenditures in Canada as a whole. Here, again, the federal 
government would be prepared to augment the equalized tax 
transfer by special program equalization payments which would 
bring the total compensation up to $14 per capita in 1967-68, 
with this per capita figure being increased each year at the 
rate that post-secondary educational expenditures in Canada 
rise. Againg here; theres may) be valternative: proposals; from 
the provinces. 


These arrangements would replace all of the present 
federal programs involving grants to or in respect of second— 
ary and post-secondary education -— the grants to universities, 
including the special arrangements with the Province of Quebec, 
and the operating and capital grants in respect of technical 
and vocational training. The proposal for phasing-out capital 
grants for technical and vocational institutions, to which 
reference was made earlier, is, of course, unaffected by these 
general arrangements. 


I am attaching a table which shows the estimated 
value of these proposals to each province, using the $14 per 
capita as the measure of the financial needs of all provinces 
in the field of post-secondary education. In the absence of 
data on the current operating expenditures of post-secondary 
educational institutions, it is not possible to forecast the 
value to the provinces of the other measure of provincial 
financial needs in this field, namely, 50 percent of post- 
secondary operating expenditures. 


Several important features of our proposals will be 
evident from an inspection of the attached table. First, the 
cost to the federal treasury would rise in the first year by 
$75 to $100 million and in subsequent years there would be 
further substantial increases. Second, the use of university 
and other post-secondary operating expenditures as a measure 
of provincial expenditure needs in the field of education, 
will mean that the value of the federal financial transfers 
will rise as Canada's universities, colleges, and technical 
institutes expand. Third, every province would stand to gain 
materially from these arrangements. Fourth, the value of the 
equalization payments, under this new form of federal fiscal 
transfer to the provinces, increases the value of a straight 
tax transfer by $61.5» million, $2.7 million through the 
equalization of the personal and corporation income tax in~ 


volved, and $39.8 million through th : ; 
payments. Ug e€ program equalization 
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Finally, I should like to note that these proposals 
more than meet the Bladen Commission recommendations as to 
the amount which the federal government should contribute in 
respect of university education. The request of the universi- 
ties of Canada, arising from the Bladen Report, was that federal 
fiscal contributions should amount to 30 percent of university 
operating expenditures plus an annual contribution of $5 per 
capita in respect of university capital expenditures. from 
the data currently available it seems that $5 per capita is the 
equivalent of about 20 percent of university operating expend- 
itures. What the Bladen Commission was recommending, then, 
was that federal contributions in respect of university educa- 
tion should be the equivalent of about 40 percent of the 
operating expenditures of universities, for operating purposes, 
and 20 percent of operating expenditures for capital purposes, 
except that the 20 percent in respect of capital expenditures 
would not rise aS the operating expenditures of universities 
rose. The federal government's proposals are based upon 50 
percent of post-secondary operating expenditures, with the 
provision that the whole amount will increase as the operating 
expenditures of universities and other post-secondary institu- 
tions rise. 


These proposals are an improvement on the present 
arrangements. They are fully consistent with Canada's Constitu- 
tion while meeting the claims of the provinces for greater 
financial resources to meet rising provincial expenditures, 
in particular those on education. The federal government's 
fiscal transfer is made unconditionally, but will assist the 
provinces to discharge their increased responsibilities in 
respect of post-secondary education. It will rise automatic-— 
ally as the needs increase. 


The federal government's proposals also eliminate 
any distinction between university and post-secondary tech- 
nical or vocational training; indeed they eliminate any bias, 
arising from federal fiscal contributions, in favour of any 
particular pattern of institutional development in any prov—- 
ince. There will be some, of course, who would have preterred 
the federal government to make grants directly to the univer- 
sities and technical institutes. However, constitutional and 
other objections have been raised to this procedure which has 
never in fact been applied uniformly. Moreover, the flow of 
federal funds directly to the universities has not altered and 
cannot alter the fact that virtually every additional dollar 
the universities get, under current financial arrangements, must 
come either from student fees or from provincial governments. 
The proposals for new arrangements, unlike the present arrange- 
ment, would provide for an automatic increase in the federal 
fiscal transfer to the provinces as university expenditures 
rise, thus enabling the provinces more adequately to discharge 
their responsibilities in respect of university and other 
post-secondary education. 


As to the relationship between universities and 
provincial governments, our new proposals may have important 
implications for some institutions. This is not a matter in 
which the federal government can properly interfere, but we 
are confident of the ability of the universities and the 
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provinces to develop —- as indeed, they are already doing - 
mutually satisfactory institutional arrangements. In our 
calculations, which form the basis of the federal fiscal 
transfer, we will include the operating expenditures of all 
the universities. 


In devising these proposals, we have adhered to the 
underlying approach to federal-—provincial relations outlined 
to the meeting in September of the Tax Structure Committee: 


"We must somehow fashion machinery which will 
permit a strong Federal Government to accomplish 
the economic and social responsibilities which 
properly belong to it, but without impairing 
the fiscal freedom and responsibility of the 
provinces. We must on the other hand fashion 
machinery which will strengthen the ability of 
the provinces to provide the greatly expanded 
and improved public services which are expected 
of them, but without at the same time hobbling 
the Federal Government or forcing it to have 
different laws for different parts of Canada 

- differences which might have the effect of 
obscuring or weakening its proper role as a 
government which governs all Canadians and 
protects equally the interests of all of them". 


There will, of course, be many technical problems 
to be overcome in implementing these proposals. I would h e 
that the federal and provincial governments would be tite £5 
work out together a definition of post-secondary operating 
expenditures. Under our proposal these expenditures are 
meant to include the instructional costs incurred in the 
education of students beyond the senior matriculation stand- 
ard. It will be necessary to arrive at a definition of 
instructional costs and to resolve the difficulties in identify- 
ing those students who have completed their senior matriculation. 
Further, it will be necessary to integrate these proposals 
with the new fiscal arrangements that are being considered 
now by the Tax Structure Committee, and which we as Prime 
Ministers and Premiers will be discussing toward the end of 
this week. For example, there will be some adjustments in 
the tax abatements for the Province of Quebec, as well as a 
general increase in the level of abatements for other provinces. 
Technical problems will no doubt be discussed in the Tax 
Structure Committee. 


Adult Training 


The federal government recognizes that education 
is and must remain within provincial jurisdiction. Certain 
interpretations have been placed on the scope and meaning of 
the word “education” which in our view are not valid. Specif- 
ically, the federal government believes that the training and 
re-training of adults for participation in the labour force 
are well within the scope of federal jurisdiction. They are 
manifestations of the federal government's responsibility for 
national economic development. Once the normal process of 
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education for an individual has been completed and that in- 
dividual is established in the labour force, measures of train- 
ing thereafter to fit him to the constantly changing require- 
ments of a rapidly changing technological world are not 
"education" in the constitutional sense. They are measures 
designed to ensure the maximum possibility of effective partic~ 
ipation in production. They are measures to reduce unemploy— 
ment; to increase the productivity and earnings of Canadian 
workers; and to maintain and improve the competitive position 
of Canada in relation to other countries. In short, the 
federal government believes that it has a constitutional and 
necessary role in the training and development of our adult 
labour force for economic growth and full employment. 


There is a pressing need for greater impetus in 
adult training. As the Economic Council of Canada has observed, 
the training and re-training of existing members of the labour 
force has lagged behind the expansion of vocational secondary 
schools, and it will take decades to raise the level of skills 
in the total labour force if training is very largely limited 
to younger persons. 


We are acutely aware of the employment dif TicuLg.es 
of men in their forties and fifties who have little formal 
schooling and no advanced technical skills and are not in a 
position to respond to the opportunities of an increasingly 
urban and industrial society. We believe, moreover, that 
adult training and re-training will remain a continuing need, 
even for the new generation of Canadians who are benefitting 
from the expansion of secondary training. Knowledge is now 
accumulating so fast, technology is advancing so rapidly, 
occupations are changing so much, that in training - as in 
many other matters - we can expect to keep up only if we run 
faster and faster. We are going to have to recognize that it 
will be increasingly rare for people to leave school, or 
university, with all of the formal training they are going to 
need for their lifetimes. We must accept it as a perfectly 
normal part of working life that people should require periods 
of organized re-training in order to stay abreast of the 
rapidly changing needs and opportunities that technology now 
produces. 


This is becoming well recognized. But our institu- 
tions and our programs have been slow to adjust to the problem. 
Many adults who are under-employed or unproductively employed 
do not understand the need for training or do not feel able to 
cope with it. Ways must be found of winning their acceptance 
of training and providing training that will effectively up- 
grade their skills. 


The need is obvious. The first problem about adult 
training is to convert that need into an effective demand. How 
is training to be paid for? The worker who most needs it has 
a family to support. He cannot finance himself. Industry as 
a whole has the strongest possible interest in raising levels 
of skill. But this does not always come home to the individual 
company. The employer provides, of course, for the learning 
of a specific job, on the job. But general training improves 
the worker's capacity for employment in other plants besides 


She, 


that of his present employer. The company that provides such 
training most effectively may well have the people who bene- 
fit attracted away. Training expenditures that would be highly 
economic for industry as a whole are therefore liable to be 
quite uneconomic for the individual company. 


The role of government in this situation is clear. 
It has to act as, in effect, the purchaser of training for 
adults. It must make adequate training financially possible 
for the worker and the company. This is a role that the 
federal government must accept in order to discharge, in the 
conditions of today, its responsibility for promoting economic 
growth and full employment in Canada as a whole. 


The federal government recognizes this responsibility. 
We propose to change the emphasis of our policy for training 
in a way that accords with the national economic priorities 
which are the inescapable concern of the federal government. 
That is to say, we propose to clarify our purposes and expand 
our activities in adult training, in place of our support for 
school building which has characterized the existing agree- 
ments but will now be phased—out. 


The problems of adult training are very different, 
in scope and in nature, from the problems of educating youth. 
The shift of emphasis, therefore, involves proposals for a series 
of measures markedly different from the shared-cost programs 
operated under the present agreements. 


An important step in the new direction was taken 
earlier this year in the Training Allowances Act. This 
involves our paying the full cost of a basic training allowance 
of $35 a week. We also reimburse the provinces for 90 percent 
of the cost of additional allowances up to a maximum total 
allowance of $90 a week. The practical effect is that the 
federal treasury is now committed to paying about 97 percent 
of all the sums expended in training allowances. 


We propose, from April lst next year, to carry this 
measure to its logical conclusion. The federal government 
will accept full responsibility for all allowances which are 
necessary in order that adults may take the full-time training 
required for employment. We will pay the allowances in full 
and directly to the people eligible for them. 


In doing so, we of course recognize that certain 
safeguards, provided under the present system, must be main-~ 
tained. We will ensure, in agreement with provincial govern- 
ments, that training allowances are not out of line with local 
wage levels. 


At present, in order to be eligible for training 
allowances, it is generally necessary to have been unemployed 
before beginning training and also to have been out of school 
for at least twelve months. The first restriction is neither 
desirable in principle nor meaningful in practice. It will 
be eliminated. The second restriction is necessary in order 
that adult training allowances should not become an indirect 
way of financing continuing education. Indeed, we think it 
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important that this distinction be strengthened. An adult, 
eligible for training allowances, will therefore be defined 
as someone who,for at least three years,has been out of the 
school system and attached to the labour force. In detail, 
it will be necessary to provide for some special groups, but 
the definitions will ensure that training allowances are paid 
only to people who must have a replacement of previous income 
in order to be able to undertake further training needed for 
employment. 


It is not enough, however, to provide this income. 
The training has to be paid for. The federal government at 
present shares costs with the provinces, to the extent of 
75 percent for the main program and 50 percent for others. 
This is clumsy in administration and has a good many distort— 
ing side effects. From next April lst, we will be prepared to 
pay provinces in full for the costs of employment—oriented 
training provided to adults. In computing costs, we will be 
prepared to include an appropriate proportion of a long-term 
amortization of capital cost of the facilities in which the 
training is provided. This does not, of course, provide 
provinces with the capital needed to construct such facilities. 
The federal government will, however, be willing to make loans 
for this purpose, at a normal interest rate, to provinces 
which so wish. The amount of the loan, in respect of any 
building, will of course depend on the extent to which itis 
planned to provide courses for adults. 


Provincial governments undoubtedly will play the 
principal part in providing adult training courses. There is 
also, however, a great deal of training that could be provided 
most effectively in industry. The incentive for the individual 
worker is often stronger, because he has continuity of employ- 
ment and does not forego seniority and pension rights. (In some 
cases, the training can also be provided more economically. 

We cannot, however, expect any great development of general 
training within industry, of the kind that is not specific 

to a particular job in a particular plant, unless the company 
is reimbursed for most of the cost. We will be prepared to 
pay 100 percent of the out-of-pocket costs of firms providing 
such training programs, including an appropriate proportion of 
the training allowances that would be available to the workers 
for training in public institutions. 


This proposal does not include the kind of on-the-job 
training which any company has to give to new employees and 
which must be considered a necessary cost of doing business. 
There is, however, one special situation in which it will be 
appropriate to contribute to the costs of on-the-job as well 
as general training in industry. This is where existing 
employees are losing their present jobs through technological 
change. The cheapest course for the company may be to train 
new, younger workers for the new jobs. But it may be much 
more in the public interest that the displaced workers should 
be re-trained in the plant. Accordingly, where a company 
satisfies our manpower consultative service that the need 
arises from a major technological change, we will treat on- 
the-job re-training on the same terms as generalized training 
Ingindustry. 
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We believe that this is an important and constructive 
initiative to help meet the human problems of automation. It 
should in time develop into a major reassurance to the increas- 
ing number of workers who can be adversely affected by tech-—- 
nological progress. 


Finally, I should mention that there may be a few 
cases in which appropriate training courses are provided 
neither by the province nor within industry, but by fee- 
charging institutions of one kind or another. Where this is 
the effective way to enable a person to become employable, 
in a job appropriate to his talents, we will be prepared to 
pay such fees. I should emphasize, however, that we will 
be concerned only with training for adults who will be active 
members of the labour force, training that is employment-— 
oriented, and the kind of training that is provided in 
courses of not more than twelve months' duration. 


This is a wide-ranging program, and provincial govern- 
ments will no doubt wish to consider and discuss its implica- 
tions. We believe that it offers an effective way of discharg- 
ing the federal government's responsibility for the manpower 
development, necessary to full employment and economic growth. 

It does so by a clear definition of the federal role that 
Should, we believe, end the confusion of policy and action 
that has sometimes resulted from the federal government's 
financial involvement in the exclusively provincial field of 
education. 


The Minister of Manpower and Immigration will, of 
course, be eager to discuss this program with provincial 
governments during the present Conference and,no doubt,in more 
detail at subsequent meetings at the ministerial or official 
level. 


Mutual Respect and Equality Within the Canadian Federation 


The proposals of the federal government with regard 
to education as well as the fiscal proposals, outlined by the 
Minister of Finance on September 14th, are based squarely on 
the government's concept of the principles that should: apply 
to the operation of our federation within our constitution. 
Among the six basic principles enunciated by the Minister I 
wish particularly to refer to the third: 


"The fiscal arrangements should, through a 
system of equalization grants, enable each 
province to provide an adequate level of 
public services without resort to rates of 
taxation substantially higher than those of 
other provinces". 


The proposals we have made, based on our appreciation of the 
needs imposed on the provinces by their responsibility for 
education, carry one stage further the principle underlying 

the concept of equalization. The provision of a basic 
"economic equality" for the provinces, together with equality 
of educational and employment opportunity for all Canadians is, 
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in my judgement, one of the most important and beneficial 
goals of our confederation. To help achieve it is one of the 
most vital services the federal government can provide to the 
people of our country. 


If our federation is to operate successfully it 
must be based on full respect for the provincial fields of 
jurisdiction. It must also be based on a full respect for the 
federal fields. If "interference" is intolerable in the one 
direction, it is equally so in the other. If consultation is 
required on one side, it is required on both sides. It is 
our intention to work steadily and hopefully toward a situation 
in which a scrupulous respect by each level of government for 
the rights and obligations of the other will be productive, 
not of friction or of division, but of co-operation and co- 
hesion. 


There are bound to be differences of view in a feder- 
ation as to precisely where the respective areas of jurisdic- 
tion begin and end. This has always been the case, every- 
where. In relation to "education" in Canada it has been suggest— 
ed that the provincial jurisdiction over it excludes any federal 
activity in the realm of cultural affairs. The federal govern- 
ment believes such a definition is not valid. The culture 
of Canadians, as of the citizens of any country, depends on 
many factors apart from the educational system. The federal 
government has long been active in the field of culture through 
the National Gallery, the Canada Council, the Canadian Broad- 
casting Corporation, the National Film Board, and other agencies. 
It cannot accept any proposition that would mean, in effect, 
that the sponsorship and assistance of symphony orchestras 
or the encouragement of the visual arts is "education". Nor 
can "education" be taken to mean that assistance for theatres 
in which the dramatic arts can be portrayed for the enjoyment 
of the Canadian people is a facet of the school system and 
therefore excluded from federal support. Education is one of 
a number of formative processes through which culture emerges. 
But culture as such should be of interest to every level of 
government and the monopoly of none. 


Nor does the federal government agree that it is 
precluded from concerning itself with research by reason of 
the provincial responsibility for "education", or alternatively 
that it must limit its support according to subject matter in 
relation to areas of federal and provincial jurisdiction. In 
our view, research, as the means by which we expand the frontier 
of knowledge, is today one of the most important factors in 
the economic and social growth of any modern political society. 
The restriction of federal aid to research to subject matters 
that are within federal legislative jurisdiction would frustrate 
the purposes of the scientific spirit. 


If this country is to have an active and vigorous 
research program which will redound to the advantage of all 
its citizens and add effectively to our fund of knowledge, 
governments at any level must feel free to sponsor and support 
research of any kind without being limited by conceivable 
legal classifications of its results or its end use. Failure 
by the federal government to play its full share in such a 


aD 


national task could only mean that Canada's ability to take 
part in the undertakings of today which are shaping the world 
of tomorrow would be Seriously impaired. 


Finally, I wish to refer to views that have been 
expressed concerning the exercise of the federal spending power 
to assist Canadians in their personal acquisition of knowledge. 
The federal government believes that much of the argument over 
the spending power generally does not relate to constitutional 
law but to wise and desirable practice having regard for the 
spirit underlying our constitution. The argument also relates 
Goltherpossibidaty of distortionyor spropransgorspolicdessor 
the provinces, within their areas of jurisdiction by reason of 
federal expenditures. However, the federal government does not 
agree that it is in any way contrary to the spirit, let alone 
to the law, of our constitution nor is it necessarily any threat 
to provincial policies with regard to education for it to make 
payments to Canadian citizens through scholarships or bursaries. 
These are simply to assist people either in carrying out 
research or in acquiring post-graduate knowledge in the fields 
of the arts, the sciences, or in the pursuit of certain 
specialized subjects such as language training or teaching, or 
merely through attendance as students at an institution of high- 
er learning. The federal government has awarded scholarships 
of various kinds for many years to Canadians from every part 
of the country. We hope to continue to do so in co-operation 
with the provinces. Such payments to individuals for their 
personal advancement and improvement are, in our view, a part 
of the equalization of opportunity that is so central a feature 
of the federal purpose. 


From what I have said it is clear that a common 
factor in the approach of the federal government to its role 
in our federal system in the areas to which I have referred 
and in its attitude toward the successful operation of our 
system is an emphasis on "equality". It applied to our 
proposals to ensure equal access to education and equal person— 
al opportunity for all our citizens in the rapidly changing and 
highly technical economy we have developed. In the same realm 
of “equality", the federal government has a basic obligation 
within its constitutional jurisdiction to remove any differences 
of treatment that cause inequality between the people speaking 
the two languages constitutionally recognized in this country. 


; "Equality "@canilendvitselteto ditrerences of defini-— 
tion and interpretation, whether it is applied to areas of 
culture, of economics or of the law and the constitution. 

While there can be differences of definition and of judgement 
as to the extent to which there is inequality, it must be clear 
beyond doubt that, so far as the federal government is concern- 
ed, its objective is to see that not only is equality real 
within this country, but the sense of its reality is brought 
home with conviction and confidence to all our citizens every- 
where. Only through action at all levels of government — and 
in the economic field through action outside the realm of 
government — can equality be made a living fact. If, through 
this Conference, through the arrangements for a fair and equal 
fiscal opportunity, through measures that will contribute to 
equality of access to education and economic opportunity, we 
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provide a new foundation on which the capacity for co-opera- 
tion and the structure of a more general equality can be laid, 
we shall have contributed greatly to the fruitful development 
of a confederation that has stood severe tests through nearly 
a century and will, I believe, continue in the years ahead 

to provide significant advantages to all Canadian people, 
whatever their race, their origin, their language or their 
traditions. 
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NOTES: (a) The revenues accruing to the provinces from these 
additional tax abatements will be included auto- 
matically in the proposed general equalization 
formula. This formula provides for the equaliza- 
tion ot all provincial revenues to the national 
average. 


(b) Complete estimates of post-secondary operating 
expenditures are not available. However, 50% of 
such expenditures is thought to amount to a figure 
approaching $300 million. 


(c) These totals do not include certain savings that 
will accrue to each province due to the proposed 
Adult Training Program of the Department ot Manpower 
and Immigration. The totals do include estimates 
of the amounts required in 1967-68 under the "phase- 
out" (over a few years) of the Technical and Voca- 
tional Training capital program as outlined in the 
Prime Minister's statement. 


Present arrangements provide for university grants of 
$5 per capita, and for the sharing of most provincial expendi- 
tures, both operating and capital, on technical and vocational 
training. The cost of these programs is estimated at $270 
million for 1966-67, excluding the amount attributable to adult 
training. The cost ot these arrangements, if they were appli- 
cable in 1967-68, would be approximately the same, again ex- 
cluding the amount attributable to adult training. 
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Opening Statement by 
THE HONOURABLE D. JOHNSON 
Prime Minister 
of the Province of Quebec 
at the 


CONFERENCE ON FINANCING HIGHER EDUCATION 
(Monday, October 24, 1966) 


The Federal Government's brief calls for certain 
remarks which cannot, however, be very detailed, as the contents 
of the brief were only known at the last minute. 


tl Post-secondary Education 


The first question raised by this brief concerns the 
financing of higher education. It is recognized by the Quebec 
Government that there is a true advantage in simplifying the 
system of grants or of fiscal transfers for the education 
assistance programs which have been drawn up for a number of 
years by successive Federal Governments. A consolidation of 
that system which takes the form of a transfer of certain tax 
points is surely a more acceptable way of eliminating the con- 
fusion created by the past formulas and indicates in that 
respect that the Federal Government is coming back to the 
spirit of the constitution. 


It is however unfortunate that the proposed formula 
was not discussed at the official level before being submitted 
to us, so that the Provincial Ministers could have been in- 
formed of its contents before. A rapid study of the brief 
shows that, as far as the Province of Quebec is concerned, the 
option which would enable us to receive, through tax points 
and financial adjustments, $14 per capita, provides undoubted- 
ly a certain monetary improvement in comparison with the 
present arrangements. However, again according to rapid calcu- 
lations, the formula providing for the financing by the Federal 
Government of approximately 50% of the cost of higher education 
would be much more profitable. But the Federal Government 
knows, as we do, that Quebec cannot accept it, as it implies a 
right of interfering with the spending process and therefore 
with the administration of post-secondary educational institu- 
tions. 


We can in no way accept without careful consideration 
a transfer of tax points and of financial compensation equal 
to $14 per capita and we ask that the whole question be referred 
to the Standing Committee on economical and fiscal matters. 
2. Adult Education 


As far as adult education is concerned, we must take 
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into account two completely different considerations. Adult 
education is firstly part of an integrated educational system 
and, under these conditions, one cannot see according to what 
constitutional principle the Federal Government would want to 
take on any responsibility, whatever directly or indirectly. 


But adult education has also an economical inci- 
dence which seems to be used to justify a Federal interven- 
tion in this field. We wish to emphasize that any manpower- 
training policy, whether it is concerned with the manpower 
that is coming into the labour force or with the manpower 
that is already in it, has and has always had direct incidence 
on the economy, whatever people, young or adult, were 
involved. All the modern educational systems recognize this 
basic relationship and they all develop in this sense in the 
perspective of continuing education; consequently, they re- 
define their function and extend it to all citizens according 
to their needs and according to the conditions in which they 
find themselves. 


In fact, Quebec has for several years begun to take 
on its full responsibilities; in that respect its development 
plans for the educational system include not only a general 
accessibility to all levels of youth education, they also in- 
clude for the same reason accessibility of all adults who need 
them to training programs which will allow them to adjust 
themselves or to be retrained in terms of the requirements of 
economic development on one hand and of the requirements of 
their active participation in social life on the other. 


For Quebec, the principle of continuing education 
is absolutely fundamental. The stand taken by the Federal 
Government in the document it has just presented us contradicts 
this principle. It is entirely unacceptable to Quebec. 


4. Research 


Quebec's position remains the same with respect to 
university research which is part of the general structure of 
education. Education and research are indivisible at the 
university level. Under the terms of provincial jurisdiction 
in the education field it must be recognized that university 
research is also under provincial jurisdiction. This juris- 
diction in the university research field must be achieved in 
two ways: 


a) by planning the research development at the 
university level in the province; 


b) by affecting available sums for research, 
taking into account the needs of education 
itself and the necessity of research as a 
factor of imovation and of growth within the 
university field. 


However, the required planning in this field should 
not be achieved without a very close collaboration and 
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participation of the institutions involved. 


4. Scholarship and culture 


As to the cultural programs and distribution of 
scholarships, the Federal Government has already taken numerous 
initiatives the principle of which must be re-examined and 
which will have to be eliminated progressively. The Quebec 
Government wants to become the only responsible one in the cultura: 
orientation of its population. This is the reason why we 
demand that any initiative in this field be first authorized 
by the Quebec Government before being enforced in our province. 
Quebec does not accept the specious distinction between 
"education" and "culture". 


Conclusion 


Beyond all the highly technical consideration in the 
Federal brief, we are impressed by the following: The Ottawa 
Government takes all kinds of precautions in its brief to 
persuade us that it wishes to leave the education field an 
exclusive provincial responsibility. At the same time, 
however, it cautiously reserves indirect means to enter again 
in this field. In short, the Federal Government, in face of 
the opposition of the provinces, and of Quebec in particular, 
is resolved to use no more the front door, but gets ready to 
come through four back doors: adult education, student aid, 
research and culture! 
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Opening Statement by 
THE HONOURABLE R. L. STANFIELD 
Premier of the Province of Nova Scotia 
at the 
CONFERENCE ON FINANCING HIGHER EDUCATION 
(Monday, October 24, 1966) 


In opening, I would like to refer to the first sen- 
tence of the Report of a Commission to the Association of Uni- 
versities and Colleges of Canada, "The purpose of this Report 
is to help the people and the governments of Canada face up to 
the financial problems of university development over the next 
decade". 


The Report of that Commission examines the problems 
and contains certain recommendations which, if implemented, 
will certainly improve the positions of the universities in 
Canada. However, the universities will have problems long after 
the decade has passed, unless at this time we develop policies 
which will meet the continuing needs of our universities and 
assure educational opportunities for our students who are 
qualified and who desire higher education. 


There is always a temptation to calculate the amount 
of money that can be spared for any program and then to design 
a program within the limits established by financial means but 
surely we must face this problem of higher education and design 
a long-term program to solve the problem and reach certain 
objectives. 


It may be necessary to assign priorities to certain 
parts of any such program and to delay other parts of the pro- 
gram by reason of financial limitations, but these financial 
limitations should not cause us to leave here with anything less 
than a satisfactory long-term program. 


The needs of the universities have been clearly set 
out in the Report of the Bladen Commission and I do not propose 
in this statement to review that Report. Very briefly I would 
like to focus our attention on what I consider to be our prin- 
cipal objectives. 


(1) Our universities will serve our young people and 
through them the whole nation only if they attract first-class 
faculty members. But universities are in competition with in- 
dustry and business generally for the services of qualified 
personnel, and unless they are able to meet that competition, 
they will not obtain or will lose the services of men and women 
who can make a great contribution to the universities and their 
students. 


(2) Our universities must have the physical facilities to 
house and serve an ever-increasing number of students. 
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(4) Our universities must expand their graduate facilities 
to provide advanced studies, whether in the sciences or arts or 
the humanities, necessary to ensure the fullest development of 
our human resources. 


(4) Our universities must expand their professional 
schools so as to provide the professional personnel so necessary 
to the development of our nation. 


What is the present situation in Nova Scotia? I be- 
lieve that Nova Scotia's financial problems in higher education 
are common to all the Atlantic Provinces. 


Faculty Salaries and Members 


An examination of relevant statistical material will 
show that the universities in the Atlantic region have not been 
able to keep up with those in the rest of Canada, and it is 
obvious that the disparity arises from the financial inability 
of the region to support higher education at a rate comparable 
to the wealthier parts of Canada. This disparity is simply an- 
other indication of the financial inability of the Atlantic 
Provinces to provide a Matione welcevet oO. services to its people 
without imposing a self-defeating and exorbitant level of taxa- 
tion. 


The most striking differences occur between the sal- 
aries paid by universities in the Atlantic Provinces without 
professional schools and the new universities in other parts of 
Ganada offering similar academic programs. 


At the rank of professor, there is a difference of 
more than $3,000; at the rank of associate professor, almost 
Bani and at the rank of assistant professor, approximately 

1,000. 


For universities with professional schools, the situ- 
ation is almost as serious. At the rank of professor, the dif- 
reais is $2,400; at the rank of associate professor, almost 

1,000. 


All these comparisons are based on the academic year 
1965-66, but it is unlikely that the gap will be narrowed suf- 
ficiently or closed without massive financial assistance to the 
universities in the Atlantic region. 


It is estimated that the Atlantic universities will 
require 465 additional faculty members by 1970, and a further 
increase of 506 faculty members by 1975. These appear tO ve 
the minimum requirements, and do not include the additional 
requirements of the Teachers Colleges of Nova Scotia and New 
Brunswick, the Nova Scotia Agricultural College and Prince of 
Wales College. If these are included, the total required in- 
crease in faculty would be from 1400 to 1400. 


This poses a great problem. The only solution is 


more post-graduate training in the area. Great stress must be 
placed by the universities in the Atlantic region on the 
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development of Masters work at universities in the region that 
are adequately staffed and that provide necessary library and 
laboratory facilities. Doctoral work at the same time must be 
accelerated. 


Operating Costs 


The greatest financial problem facing the Atlantic 
Universities is operating costs, of which faculty salaries are 
apart. In 1962-63, statistics show the per student cost for 
all Canadian universities as $1452, and for the Atlantic uni- 
versities as $1107. Estimated costs for 1963-64 were $1597 for 
all of Canada, and $1285 for the Atlantic region. For Ontario 
the comparable cost per student for the academic year 1963-64 
was $2062. 


The lower expenditures per student in the Atlantic 
region tell their own story of lower faculty salaries, rela- 
tively inadequate physical facilities and comparative lack of 
necessary scientific equipment. The situation is becoming more 
critical as the operating costs of Canadian universities con- 
tinue to rise. 


The Economic Council of Canada forecasts the annual 
increase in the cost of universities and professional education 
for the period 1964-70 at approximately 16%. This percentage 
takes into account not only costs per student, but also the 
rapidly rising number of students. A conservative estimate 
places the increase per student at 7.5% per year. At this rate 
the per student cost for all Canada will reach $2,650 in 1970- 
71, and $4,806 in 1975-76. 


If costs in the Atlantic region rise at only this 
percentage, the cost per student in 1970-71 will be $2,132, and 
in 1975-76 will be $4,062. But the significance and frightening 
fact is that the gap in expenditures between the Canadian aver- 
age expenditure and the Atlantic region expenditure will have 
widened from approximately $300 per student in 1964-64 to more 
than $700 in 1975-76. We who live in the Atlantic Provinces do 
not claim to be so much more clever than other Canadians that 
we can provide as good a college education for that much less. 


To simply hold our own and with no improvement in our 
situation, the indications are that the Atlantic region univer- 
sities must expend $2,350 per student in 1970, and $3,500 per 
student in 1975. Let me repeat that this increase in expendi- 
ture per student will only enable us to maintain a relative 
position which should not exist now or in the future if we are 
to give the students attending Atlantic region universities 
equal educational opportunities. Any program, therefore, which 
provides assistance based on provincial population and which 
does not recognize regional differences in ability to provide 
the national standard of educational opportunity, will perpet- 
uate and not solve the problems now existing. 


It may be suggested that full equalization of pro- 


vincial revenues to the national average would be a more satis- 
factory method of equalizing educational opportunity than a 
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specific program of aid to universities in the Atlantic Pro- 
vinces. There has been no indication however that such full 
equalization is to be forthcoming. It is consequently neces- 
sary to emphasize the plight of universities in the Atlantic 
Provinces. 


This is not simply a local or regional problem. The 
national interest requires that the abilities of all Canadians 
in all parts of Canada be fully developed. To the extent that 
Canada fails to develop natural ability in any part of our 
country we have failed to develop a Canadian resource. 


It is imperative, of course, that each province do 

its full share in supporting higher education. In Nova Scotia, 
the Government is advised by a University Grants Committee 
chaired by a distinguished Canadian. Suppert from the Govern- 
ment of Nova Scotia has risen rapidly, but we find that we have 
to run hard to hold our own in comparison with the central and 
western Canadian provinces. We are not able to narrow the gap 
substantially unless we neglect other aspects of our educational 
program, or impose burdens our people cannot be expected to bear. 


Capital Costs, 1966-75 


In the submission to the Bladen Commission, the 
Association of Atlantic Universities furnished estimates of cap- 
ital expenditures as submitted by the individual Atlantic uni- 
versities. The submission stated that expenditures required 
might total $300,000,000. The universities have since prepared 
detailed plans for the years 1966-70. They estimate their 
capital needs for this period at approximately $179,000 ,000. 
Based on anticipated enrollment their capital needs for the 
years 1970-75 would be an additional amount between $125,000 ,000 
- 150,000,000. The capital requirements up to 1975 would 
therefore appear to exceed $300,000,000. 


It is obvious that the capital needs of the univer- 
sities in the Atlantic region are far beyond the financial 
capabilities of the governments of the Atlantic Provinces, and 
that massive assistance for capital projects must be forthcoming 
from the Government of Canada if these universities are to ful- 
fil their purpose and meet the educational needs of young Cana- 
dians residing in the Atlantic region. 


The Association of Atlantic Universities suggests 
that grants from the Government of Canada for capital purposes 
should cover 50% of the costs of undergraduate facilities and 
at least 75% of the costs of facilities for graduate schools 
and the professional faculties of medicine and dentistry. 


The Bladen Commission stated: "The level of capital 
expenditure in the Atlantic Provinces may have to be trebled 
and even quadrupled to enable them to reach the normal Canadian 
standard of university facilities". 


I urge the Government of Canada to give financial 


recognition to the special operating and capital needs of 
universities in the Atlantic region. 
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Out-of-Province Students 


The submission to the 
governments of the provinces by 
and Colleges of Canada pointed 
Sities had a substantial number 


Government of Canada and the 
the Association of Universities 
out that most Canadian univer- 
of out-of-province students and 


students from other ccuntries. Certainly the movement of stu- 
dents from province to province is desirable. Certainly the 
enrollment in Canadian universities of foreign students enriches 
the university life. 


The Association of Atlantic Universities also suggest- 
ed that the Federal Government provide a supplementary grant for 
the education of such students according to a formula to be 
devised in consultation with the provinces and the universities. 
The supplementary grant was suggested, however, only on the very 
clear understanding that it would not reduce in any amount the 
sums required by their other recommendations. Up to the present 
time, the highest percentage of out-of-province students have 
been in the universities in Nova Scotia and New Brunswick. The 
number of out-of-province students in Nova Scotia universities 
has been the principal factor in leaving the universities of 
Nova Scotia with a lower per student grant from the Government 
of Canada than any other province. 


Surely the movement of students from province to prov- 
ince makes a great contribution to national understanding and 
unity. The flow of foreign students into Canadian universities 
can make a great contribution to international understanding 
and enrich the lives of our students. We must design a program 
which will encourage rather than discourage the exchange of 
students as between provinces and as between Canada and other 
nations, but such a program should not impose a burden on the 
universities which provide the facilities. Surely this is a 
matter which should be of vital concern to the Government of 
Canada. 


Student Aid 


I suggest that we must devise a program of student 
aid consisting of loans, scholarships and bursaries. 


The Government of Canada and the governments of the 
provinces must collaborate very closely on such a program. We 
should avoid, if possible, administrative complexities and 
uncertainties, and devise an arrangement which will ensure that 
the total funds available will give adequate support to the 
largest possible number of students. 


The Atlantic Provinces have a twofold difficulty in 
providing adequate student aid. Because average per capita 
income is relatively low, a larger proportion of students need 
aid. And because average per capita income is relatively low, 
such aid is relatively difficult to provide. 


Speaking generally of grants, there should be no 


attempt to divide the field of grants so that one level of 
government would take care of research and graduate studies, 
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while another would take care of undergraduate studies. It 
might appear like an easy solution to constitutional difficul- 
ties, but it would not provide a balanced system of support to 
our universities and might lead to the neglect of undergraduate 
teaching. 


Finally, I believe that the future of the Atlantic 
region depends to a great extent on the development of the 
talents of our young people. With education personnel of high 
quality and in sufficient numbers, we can be sure that the At- 
lantic region will be developed to its full potential. 


We are dealing with a resource which is common to all 
provinces, with a resource which, if developed, can benefit the 
whole nation. 


Our objective must be to ensure an opportunity for 
higher education to all Canadians who meet the prerequisites. 
We may not have sufficient information before us at this meeting 
to achieve this goal, and it may be necessary to ask our of- 
ficials to gather more information, but we should take whatever 
steps that are necessary to reach our objective. 


In closing, I wish, on behalf of the Government of 
Nova Scotia, to express appreciation to the Government and 
people of Canada for the equalization payments Nova Scotia is 
receiving and for the assistance the federal government is now 
providing our universities. It is necessary, however, to em- 
phasize the extent to which further assistance is required. 
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First Opening Statement by 
THE HONOURABLE LOUIS J. ROBICHAUD 
Premier of the Province of New Brunswick 
at the 
CONFERENCE ON FINANCING HIGHER EDUCATION 
(Monday, October 24, 1966) 


New Brunswick is not approaching a crisis in higher 
education; it is in the midst of one. In the past ten years, 
the population of university age has increased by over 40%. ‘But 
because more and more students are going on to university from 
secondary schools, university enrolments have more than doubled. 


The costs per student have grown even faster than the 
numbers. Operating costs in our largest university are six 
times what they were in 1956. It costs six times as much just 
to operate that university. At the same time, its campus has 
doubled in size. In addition, another university has been 
almost completely built; and a third is under construction. 


The prospect for the next ten years is no different. 
The university students of 1976 are now in our elementary 
schools. They are there in such numbers, and the provision of 
high-quality education is such a priority matter with us, that 
we have had to revise our whole system of provincial finance to 
ensure that they will receive an educational opportunity equal 
to average Canadian standards. Thirty-three thousand more 
children will be of university age in ten years. As our pro- 
gram succeeds, a greater percentage will go on to university. 
We are not at the end of a difficult period. We are in the 
middle of one; a complex and demanding time as far as higher 
education is concerned. 


The financial problems of an increasing student popu- 
lation, multiplied by even more rapidly increasing costs, are 
not unique to New Brunswick or the Atlantic area. What is 
unique is the problem of the enormous gap in salaries, qualifi- 
cations and physical equipment. 


Salaries in Atlantic universities are about 15% less 
than the Canadian median. As a direct consequence, the percen- 
tage of staff members with doctorates is similarly lower. We 
have less to spend on capital facilities. So we have propor- 
tionately fewer students in such fields as medicine and dentis- 
try; our libraries buy proportionately fewer books. The rest 
of Canada has a problem in keeping up with the demand for a 
highly skilled, professional labour force. We have the addi- 
tional problem of catching up with the rest of Canada. 


This double-barreled problem of catching-up and then, 


keeping up, is not confined to the universities. As far as 
our Government is concerned, the needs of the universities must 
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be seen in the context of total educational needs in our Pro- 
vince and region. Education is not a matter of water-tight 
compartments, so that today we consider universities, while to- 
morrow we trouble ourselves with technical, secondary, or ele- 
mentary schools. 


There is no point in having ever more efficient uni- 
versities, if the prior training of the students entering them 
is deficient. It is good to graduate engineers who will plan 
the technology of tomorrow. But we will still frustrate our 
growth if we do not also train the tradesmen to build the in- 
stallation, and the technicians to operate them. Therefore, it 
is essential for the nation to understand that in our Province, 
and in the Atlantic region generally, all educational service 
faces the double problem of catching-up, and then keeping-up. 


Fortunately for Canada, the responsibility for plan- 
ning and operating the educational system in the several regions 
of the country was not split three or four ways; but was rigel 
fact assigned to one level of government - the Province. Un- 
fortunately for Canadians, there are vast differences in the 
financial abilities of the provinces. I say that this is a 
matter of concern for all Canadians, because an under-educated, 
under-trained labour force is not just a problem for the Atlan- 
tic region, or the northern reaches of the Prairies, or eastern 
Quebec. It is a problem for all Canada. The long-run costs of 
slower growth cannot be isolated in their impact to the lagging 
regions of Canada. The consequences of under-development are 
not confined to a single Province. The social problems created 
by the under-educated and the under-trained cannot be barricaded 
away from the national society. 


If we believe - as I am sure we do - that in Canada 
every child should receive an educational opportunity that will 
give full expression to his abilities, then the constitutional 
roles of federal and provincial governments in this matter are 
quite clear: - the federal government must exercise its fiscal 
powers to ensure that the Provinces will be able to carry out 
the educational responsibilities assigned them under the consti- 
tution. This must be done in such a way as to ensure sound 
national levels of educational service for the sake of effective 
national development. 


The role of the federal government as the fiscal 
centre, the financial balance wheel of Confederation, has al- 
ways been recognized. The federal government has done a great 
deal over the years to keep health, welfare, and education 
standards in the poorer provinces from falling even further be- 
hind. I hope and believe that, by the end of the week, it will 
have done a great deal more. Without equalization, we could 
not even keep the one or two paces behind the rest of Canada 
that we now manage. With better equalization we will close the 
gap. I mention this matter at this time because the Government 
of New Brunswick believes most strongly that we are often too 
prone to seize on the rather easy expedient of demanding that 
more and more tax powers and revenue sources be assigned from 
the federal government to provincial use. I affirm that 
nothing must be done to erode the strong central authority of 
the federal government in fiscal matters. Such national fiscal 
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pre-eminence is essential to our federal system. If changed 
economic patterns, and new forms of social program, place in- 
creasing burdens on certain levels of government, then we should 
begin to consider the political question of the re-assignment 

of constitutional responsibilities. It is not good enough to 
duck the long-term political issues by resorting to fiscal ex- 
pedients that could,,in e end, result in a quite disastrous 
weakening of the rederal authority. 


The federal government is responsible for the contin- 
ued economic growth and social progress of the nation. More and 
more, such growth depends on scientific research, on a techni- 
cally trained labour force and on labour mobility. A strong 
central government must have the powers and use the powers to 
carry out this role. 


The universities, too, have great responsibilities. 
They are the sources and guardians of human knowledge. They 
must not only preserve and pass on the intellectual heritage of 
man; they must maintain the climate of free inquiry within 
which there can be growth of knowledge and the maturing of wis- 
dom. 


Three great - indeed, vital - areas of responsibility 
confront us at this Conference. First, the provincial respon- 
sibility under the constitution to educate and train individuals 
for life and work in a free society. Second, the federal re- 
sponsibility to ensure that the Provinces can do this, and that 
the economic and social rewards are worth the training. And 
thirdly, the responsibility of the university to ensure that 
human knowledge and understanding increase, and are conveyed to 
succeeding generations in creative fashion. 


None of these responsibilities is clear-cut. There is 
no obvious place where one ends and the other begins. Partner- 
ship and co-operation are essential. 


If such partnership is to be something more than a 
pious sentiment shared by all, we need those structures that 
will make it a working force. The federal government could 
negotiate directly with the provinces to have its needs met. 
But, unless university faculties and administrations became in- 
volved in the process, it is possible that their deepest needs 
would only be met by chance. Ottawa could also contract 
directly with the universities for their requirements. But, 
unless the provinces can be involved, there would be no assur- 
ance that the over-all educational priorities of the Province 
are being met. There would be no assurance that university 
entrants would be of the quality desired. Clearly, some 
structure for partnership is required. 


University administration, university faculty and 
Government must be brought together in a consultative and work- 
ing relationship. This is necessary to ensure academic free- 
dom in the face of increasing government financial involvement 
in higher education. It is also necessary to ensure that the 
taxpayers' dollars are responsibly spent; that programs of 
development fit within the over-all educational priority system 
of the Province. 
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Similarly we are anxious to achieve consultation and 
co-ordination of effort in the technical and vocational post- 
secondary fields. It is our conviction that we must relate 
educational services of all kinds to Provincial manpower require- 
ments. In other words, we must see today's educational task in 
the fullest possible context if we are to carry out our consti- 
tutional responsibility successfully. A recent study has put 
the issue very well: "Education in the traditional sense has 
been concerned with the education of our youth. This must con- 
tinue to be an important consideration. Moreover, it must now 
take on a new dimension. Adult education within an environment 
characterized by increasing social and technological flux, must 
assume the same significance as the formal education of our 
youth. In essence, adult education is the continual re-educa— 
tion of the adult worker". Perhaps some words of Barbara Ward 
may also serve to place the matter in its true economic context. 
She has written: “If, as modern economists reckon, more than 
half the increases in the productivity of the last century have 
come from better-trained minds, this massive effort of education, 
much of it under-pinned by tax money, must be counted one of the 
chief levers of general affluence". 


The necessity for partnership in this field must, then, 
be obvious. The realities of our socio-economic situation re- 
quire that we establish links among government, educators, 
industry and unions. Moreover, our provincial manpower concerns 
and programs must be co-ordinated with those of the national 
government. 


By such processes, the Government of New Brunswick 
will act as the formal recipient of funds from the national 
government; co-ordinate objectives; establish priorities, and 
execute its constitutional responsibilities. 


In our view, basic university grants, provided on 
something like the present basis but increased to more realistic 
levels, should be regarded as supplemental to the tuition fee 
of the student. This type of grant ensures that academic free- 
dom will not suffer from the directing of government aid to the 
universities. A co-operative approach to the allocation of 
other national funds, in the matter that I have suggested, will 
ensure that the public will know how such funds are spent, and 
that the spending is related to total educational priorities. 


We in New Brunswick are awaiting the Report of the 
Royal Commission on University Grants. That Commission has 
been asked to advise us on the best ways to achieve co-opera- 
tion in goal-setting and the allocation of resources. 


I am convinced that if federal and provincial govern- 
ments and the administrations of our universities. work to- 
gether, we can achieve for all Canadians, within the framework 
of our constitution, what we hope to realize in New Brunswick: - 
an educational system in which every individual has an equal 
opportunity to develop his full potential. 
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Second Opening Statement by 
THE HONOURABLE LOUIS J. ROBICHAUD 
Premier of the Province of New Brunswick 
at the 
CONFERENCE OF FINANCING HIGHER EDUCATION 
(Monday, October 24, 1966) 


Mr. Prime Minister: 


The position of the Government of New Brunswick with 
respect to the financing of higher education has been set out 
in a statement released last night. 


However, I would say that we are pleased that the 
general approach of the Federal Government (as set out in the 
statement of the Prime Minister) goes a long way to meet our 
views and concerns. Specifically we are gratified that the 
Government of Canada: 


(1) is recommending a strate of aid that recog- 
nizes the constitutional role of the Province in the field of 
education; 


(2) is proposing programs to ensure resources for 
the wide range of post-secondary university and technical 
training programs that are essential to achieve the continued 
economic and social progress of Canada, and its several 
regions. 


While in general sympathy with the proposals, set out 
by the Prime Minister, the Government of New Brunswick feels 
that it is essential at this time that we point out certain 
qualifications to any complete acceptance of these proposals: 


First, when reading the statement we were concerned 
that there shall be no rigid equation of "yost-secondary" 
standing with "senior matriculation" standing. In our view 
this would result in situations that would be quite unaccept- 
able to the Government of New Brunswick. It could mean, for 
example, that all first-year university costs would be outside 
the framework of the federal-provincial formula here proposed. 
Again, it could mean that the costs of technical institute 
programs would not be included in calculations under the formula, 
to the degree that students proceeding to such training centres 
had not previously achieved senior matriculation standing. 


In line with the Prime Minister's statement that 
"there is a growing danger that federal cost-sharing in this 
field could distort the post-secondary educational structure", 
we feel the definition of post-secondary education should be 
defined as treated by, or in terms of, the educational system 
of the individual provinces. A rigid national equating of 
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post-secondary with the grade structure of another province 
would be quite unacceptable to our province. Our first quali- 
fication to acceptance, then, hinges on the inclusiveness of 
the post-secondary designation. 


Second, we are concerned to know the range of costs 
that are to be included under the proposed formula. 


It is our view that the proposed formula is not 
finally helpful or workable unless it is clear that the costs 
of providing plant and equipment are within the formula and 
not outside it. 


Third, it is our view that the special needs of the 
Atlantic region must be met. In his statement Premier Stan- 
field clearly set forth the situation that confronts the 
universities of the Atlantic region - a lag in services and 
facilities that is in danger of widening in the years ahead. 
Despite current increases in per-student expenditures, we 
agree completely that the Atlantic Provinces do not have the 
resources to catch up to general Canadian levels of expendi- 
ture for higher education. 


It is clear that the present proposal of the federal 
government will fail in its aims if this situation is not met. 
We have placed this matter before the Government of Canada, 
previous to this meeting. I would simply state that the ac- 
ceptability of the present proposal depends upon some means 
being found to meet the urgent capital requirements of Atlan- 
tic universities. 


Fourth, the Government of New Brunswick is anxious 
to share in discussions with the Federal Government and other 
provincial governments to achieve an effective, dynamic pro- 
gram of manpower training. 


In this regard, we would state that present appren- 
ticeship programs would have to be included within any further 
scheme of cost-sharing or fee-for-service program. Otherwise, 
it is possible that the Province would find that existing 
apprenticeship programs, and training programs, where living 
allowances are paid, would fall outside the cost-sharing 
formula. 


Fifth, we share the concern expressed by other 
Provinces with regard to the proposed "three year rule". We 
feel that technical staff must find a more effective and 
satisfactory way of dealing with the matter. 


We are in complete sympathy with the spirit and 
approach of the federal proposals placed before us today. 
But, as I have suggested, there are qualifications that we 
must advance; qualifications that make it impossible for us to 
express complete acceptance of the federal plan. You may be 
assured, however, that we stand ready to work out these prob- 
lems, in conjunction with all other governments, so that the 
resulting program will be of maximum service to all Canada. 
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First Opening Statement by 
THE HONOURABLE W. ROSS THATCHER 
Premier of the Province of Saskatchewan 
at the 
CONFERENCE ON FINANCING HIGHER EDUCATION 


(Monday, October 24, 1966) 


TECHNICAL, VOCATIONAL AND HIGHER EDUCATION 


No one questions today that there is a direcy rela— 
tionship between the economic, social and cultural developmen 
of a country, and the educational level of its people. 


A staff study carried out by the Economic Council 
of Canada provides conclusive evidence that education is a 
"persuasive and basic element" contributing to the real 
earnings potential of people and thus of the whole economy. 


The major implication of this study is that increas- 
ing efforts in the areas of education are a prerequisite to 
increasing the productive growth and living standards of 
people in Canada. 


As a result, both the provincial and federal govern- 
ments must expect that an increasing proportion of their 
financial resources will be committed to education. 


Technical and Vocational Education 


The economy of Saskatchewan is progressively broad- 
ening from an agricultural base to include much greater 
activity in resource, industrial and commercial development. 


Commensurate with greater industrialization is a 
higher demand for a competent labour force with skills cover- 
ing a wide range of occupations. 


This fact, together with a shift in manpower from 
the rural areas to urban centres, has created a heavy demand 
for a greatly expanded vocational and technical training 
program. 

What is the Present Situation? 

The federal contribution equals 75 percent of the 
capital construction and equipment costs of vocational second- 
ary schools, trade schools, and technical institutes. 


This has encouraged school boards and the Saskatchewan 
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government to co-operate with the federal government in 
financing a total capital program of $46 million, during the 
period 1962 to the present time. 


Based on estimates of projects, which are in the 
Planning stage, an additional $50 million could be spent 
between now and March 41, 1970. 


Federal Help Will Be Needed 


Saskatchewan's allotment of the federal share of 
$35 million, on a 75-25 percent basis, is committed in the 
current fiscal year. We urge the federal government to in- 
crease this allotment so that the provincial government's 
share of the capital program remains at 25 percent over the 
next three years. 


Otherwise, the province and the school boards may 
be forced to stretch out their proposed capital expansion 
programs, and in the interim to restrict enrolment in vocation- 
al and technical training programs. 


The Importance of Secondary Vocational Training 


We draw to the attention of the federal government 
the fundamental significance of vocational training at the 
secondary level. 


If vocational instruction is not provided at this 
level, a large percentage of students will leave with less 
than a high school education and without specialized skills. 
In time, measures required to correct this situation could 
prove very costly. 


The federal and provincial governments would then 
be faced with the responsibility of providing educational 
upgrading courses, specialized technical and vocational 
training living allowances and travel grants. 


Finances are Needed Now 


The federal and provincial manpower programs will 
be more effectively and economically carried out if adequate 
financial incentives are given to school boards now. This 
will permit them to expand rapidly their vocational train- 
ing programs at the secondary level. 


Our proposal that the federal government extend its 


capital construction assistance at 75 percent will provide 
one important incentive to reach this goal. 


Technical Operational Grants 


But more Significant is our proposal that the federal 
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government's grants for operational costs of secondary voca- 
tional schools be increased to 50 percent. 


The present annual federal grant to the province of 
Saskatchewan is $165,500 which represents less than 8 percent 
of total annual operating expenditures. 


Our projections indicate an increase in the demand 
for enrolment in secondary vocational schools from 4,000 to 
Pesv0Cabyslarcn #5151970. 


This could result in an increase in operating costs 
Prom feo. lt million to $12.6 million, or six times’ the present 
level. 


Such a burden on provincial and local governments 
would be unbearable. 


The alternative must be a sharing by the federal 
government of the cost of vocational training at the second- 
ary level, to the same degree as is presently provided for 
vocational courses for adults. 


Other Programs Must Be Continued 


Continuance of the other programs under the existing 
agreement is essential if the provincial government is to 
continue to develop a comprehensive manpower-training program. 


The estimated cost of the present level of training 
programs for adults is $4 million. 


By March 31, 1970, we estimate that the total costs 
of these programs will increase to $14 million, 


University Education 


The financial crisis foreseen in technical and voca- 
tional education in the years ahead is even more acute at the 
university level. 


As our population expands, there will be an increase 
of the number in the younger age categories. As a greater percentage 
of this age group enrolls in universities, demands for both 
capital and operating funds for our universities and federated 
colleges are burgeoning at an alarming rate. 


Provincial Resources Strained 


Although Saskatchewan's economy is rapidly expand- 
ing, it appears unlikely that our province can continue 
indefinitely to set aside from provincial revenues sufficient 
funds to meet the still more rapidly expanding requirements 
for the construction and operation of the University of 
Saskatchewan. 
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There is a danger that the increasing allocation of 
provincial funds for higher education could result in serious 
reductions of the funds available for other provincial programs. 


At the same time, it is absolutely vital, if we are 
to sustain our rate of growth, that our university have an 
academic program, staff and facilities geared to produce and 
Support a large body of competently trained, well-educated 
manpower. 


Our government believes, therefore, that increased 
federal contributions are not only necessary but defensible. 


The mobility of our university graduates makes them 
an integral part of the national labour force, rather than of 
the Saskatchewan labour force alone. 


Analysis of Recent Requirements 


Between 1959 and 1965, full-time enrolment at the 
University of Saskatchewan increased from 4,487 to 10,385 --- 
an increase of 131 percent in a six-year period. 


Operating Costs 


The total operating budget of the University of 
Saskatchewan in that six-year period has almost trebled, 
increasing from $5.8 million in 1959 to $16.4 million in 
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In 1959, the provincial government operating grant 
represented 47 percent of the university's total operating 
budget. In 1965, it represented 58 percent of the operating 
budget. 


During the same period of time, the federal grant 
decreased from 20 percent of the operating budget to less 
than 11 percent. 


In 1959, tuition fees financed 26 percent of the 
operating costs, but only 24 percent in 1965. 


Capital Costs 


The capital costs for expansion and construction 
have also spiralled. 


The University's capital expenditure program in 1959 
was $2.8 million; by 1965 it had more than trebled to $9.1 
WIL ton. 


The provincial government grant in 1959 was $2.2 
MLELLON A tt eLOGS. Aiwa ss th Ae ute OTe 
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These Costs Affect Provincial Budgeting 


It is also a fact that,even with the implementation 
of major new government programs since 1959, the financial 
demands of the University of Saskatchewan have claimed a 
greater proportion of the total provincial budget. 


One reason for this increased provincial burden, of 
course, was to compensate for the diminishing significance 
of federal government assistance as a percentage of the 
University's total operating budget. 


University Requirements: 1966-6 


In the 1966-67 academic year, the estimated full-time 
enrolment at the University of Saskatchewan is 11,604, an 
increase of almost 12 percent above the past year. 


Operating Costs 


The estimated operating budget for the current year, 
exluding ancillary services, is $20.9 million, an increase 
of 27 percent above last year. 


This financing was achieved through the timely 
interim federal assistance of $4.66 per capita, by an 11 per- 
cent increase in our government's grant from $9.4 million to 
$10.4 million, and an increase in tuition fees of roughly 
$35 per student. 


Thus, the sources of financial assistance in the 
1966-67 operating budget now stand at: provincial govern- 
ment — 50 percent; federal government - 19 percent; tuition 
fees -— 21 percent. 


Capital Costs 


The University this year has required a minimum 
total capital provincial assistance of $14.4 million. 


This amount, together with a carry-over of funds 
from last year, will enable the University to finance a 
total capital program of $14.6 million, an increase of almost 
90 percent over the previous year. 


It now appears that 1966-67 will see total provincial 
government assistance -- both operating and capital -- in the 
order of $243.7 million. This, we believe, is only a minimal 
program. 


(It should be noted that we consider the redemption 
of debt and interest charges over time will be financed by 
public funds. For that reason, borrowings have been included 
in the calculation of total capital assistance, even though 


these are not regarded as cash or budgetary expenditures.) 
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Future Requirements 


Due to a projected increase in that portion of the 
population between ages 18 and 24, as well as an increase in 
the percentage of this age group attending University, enrol- 
ment at the University of Saskatchewan will increase by 70 
percent between now and 1971-72. 


Operating Costs 


In 1971-72 the University's operating budget will 
exceed $44 million. 


If the federal government grant remains at $4.66 
per capita, it will finance less than 10 percent. 


At that time, under existing arrangements, the 
provincial operating grant could rise to a staggering total 
of $30 million or 67 percent of the total operating costs. 


Failure of the provincial government to meet this 
figure would inevitably result in major tuition increases 
or restriction of enrolment, neither of which is a desirable 
course of action. 


Capital Costs 


The estimated capital requirements for the next 
three years to March 31, 1970, will be almost $60 million. 


This peak period of capital development may be 
reduced somewhat in subsequent years. 


However, unless federal government assistance is 
forthcoming, practically all of the capital program will 
have to be financed by the provincial government. 


At present, total non=-provincial government assist-— 
ance in meeting capital costs amounts to less than 10 per- 
cent. 


Because of the current inflationary trend, the 
provincial government has asked the University to stretch 
out its capital program as much as possible. This was also 
done in response to proposals by the federal government. 


The University has informed our government that any 
further deferral of new projects will result in serious 
enrolment and program restrictions. 


Other Needs in the Future 
It must be kept in mind, that our projection of 


operating budget requirements in the years ahead arises 
chiefly from the pressures of an expanding population 


determined to obtain higher education. 


They do not take into account the introduction of 
new programs and major increases in graduate work. Students 
in graduate studies and sophisticated research work are 
inevitably more expensive than students in the arts and 
sciences. 


A massive increase in graduate work and research 
will be necessary if we are to escape the charge of intellec- 
tual colonialism. It will be recalled that this was one of 
the pressures that gave rise to the establishment of the 
Bladen Royal Commission. 


Neither do these projections take into account the 
increasing capital and operating costs of colleges federated 
to the University of Saskatchewan. Currently, these colleges 
comprise about nine percent of the province's university 
population. 


Bladen Commission Supports These Views 


The Bladen Commission confirms "the importance 
of developing to the full the intellectual resources of 
our people" and that expenditure on education is an 
investment likely to yield a high economic return. 


The Commission also confirms the critical problem 
faced by provincial governments in the financing of operating 
and capital costs of universities and makes the points that 
increased federal government assistance is essential. 


The specific recommendations of the Bladen Commission 
on the federal government's share of operating, capital, and 
research costs should be fully considered at this Conference. 


When we discuss alternative methods and formula of 
federal government assistance, Saskatchewan is particularly 
interested in the weighting, given for out-of-province students, 
which has applied in determining the interim federal per 
capita grants to provinces for the current fiscal year. 


What is the Federal Government's Role? 


If the rationale for substantial federal support 
for vocational and technical education is sound, it follows 
that federal support for university education is both de- 
sirable and defensible. 


Increased federal participation in this field can 
also be justified on the grounds that the mobility of univer- 
sity graduates makes them an integral part of the national 
labour force, thus making it unreasonable for provincial 
governments to assume an undue proportion of financial re- 
sponsibility. 
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Long-Range Planning is Needed 


Finally, we believe that long-range planning for 
higher education by both federal and provincial governments 
is absolutely essential. 


As already outlined, the importance and magnitude of 
the problem would seem to require continuing attention of a 
nature that would provide for interprovincial co-ordination 
of efforts in order to make the greatest use of our intellec- 
‘tual resources. 


Conclusion 


The province of Saskatchewan gives the highest 
possible priority to education. 


We believe that all governments in Canada must accord 
education this degree of priority. 


aU, If we do not, then we shall not increase our produc= 
tivity, maintain our competitive position, or improve our living 
standards. 


It is a fact that living standards are appreciably 
higher in the United States than in Canada. 


The Economic Council of Canada estimates that one- 
third of the difference in per capita incomes between our 
countries is the result of the lower level of educational 
attainment in Canada. 


If this problemsis tio) be overcome, Saskatchewan 
believes,a major increase in federal government assistance 
will be required. 


This assistance must be made available in meeting 
both operating and capital costs of technical and vocational 
education and university education. 


Failure to do this will result, because of inade- 
quate provincial revenues, in a serious restriction of the 
quality and educational level of our labour force. 


This is a national problem -- a problem that the 


entire national can only solve by investing a greater pro- 
portion of its resources in education. 
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Second Opening Statement by 
THE HONOURABLE W. ROSS THATCHER 


Premier of the Province of Saskatchewan 
at the 
CONFERENCE ON FINANCING HIGHER EDUCATION 
(Monday, October 24, 1966) 


Saskatchewan had hoped for additional financial 
assistance. 


While there is a phasing-out period, under the new 
agreements we shall lose 45 million in equalization payments, 
together with a projected 10 million increase. 


We gained some help for Universities at the Confer- 
ence.. However, we lost very large sums when the federal 
government announced that in general, federal aid to technical 
school operating costs will be discontinued. 


Thus our problems in financing higher education have 
been alleviated in no major way. This fact, without doubt, will 
limit capital expansion in the immediate future. 


Nevertheless,I feel that keeping in mind its own 
awesome financial responsibilities, the federal government 
has made a genuine effort to help the provinces with their 
very real fiscal problems. 
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Statement by 
THE HONOURABLE JEAN MARCHAND 
Minister of Manpower and Immigration 
at the 
CONFERENCE ON FINANCING HIGHER EDUCATION 
(Tuesday, October 25, 1966) 
FEDERAL TRAINING PROGRAMS 


We are determined to get out of shared-cost programs in 
education. 


We agree, of course, that our involvement for the past 
Six years has done some good. That is clear from your 
reluctance t. have us withdraw. We have given a neces-— 
Sary shot-in-the-arn, particularly to building prograns. 


However, for us to be involved in the school system, in 
the name of technical and vocational training, inevi- 
tably introduces distortions. Your pain over our pro- 
posal to withdraw is an illustration of that 1b 1snG 
that our financial contributions to operating costs have 
so far been very large. But, increasingly, your decisions 
as to what to do are influenced by a natural desire to 
get as much as possible out of the programs of which we 
will pay 50%. Bluntly, your concern now shows why, in 
your interests and ours, it is essential that we with- 
draw now. Anyone can see that the pain it.causes is 
nothing compared with what it would be if we went on for 
another six years, and then withdrew. 


So, unless you are prepared to argue that we should have 
the permanent influence on your programs that shared- 
cost arrangements give us, I Suggest that you must ac- 
cept the principle of our withdrawal. Otherwise the 
level of government that doesn't have constitutional re- 
sponsibility for education would more and more be 
raising the money for it and having an increasing in- 
direct influence on the school system. That would not 
be healthy. It would not make any kind of sense. We 
are not going to do it. 


Of course, there is room for argument about how we make 
this change. There are bound to be differences of view 
as to how we should time the phase-out in capital expen-— 
ditures, or to what extent our future fiscal arrangements 
should take account of your expectations of continued 
cost-sharing. Those are points that we can discuss more 
fully. We can try to agree what is most equitable for 
all concerned, recognizing - for example - that provinces 
which have already made heavy use of the programs may 
have a different view from those that have not. 
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But these are points of detail. JI hope we can discuss them 
without losing sight of the essential principle that the 
right thing for us both is that, with some reasonable tran- 
sitional arrangements, we should withdraw. 


I should point out that the transitional arrangements in- 
volve us in spending some $275 millions in capital grants 
after the arrangements end next March 31. However, I 
appreciate that Departments of Education nowadays are ac- 
customed to large figures and therefore you are not satis- 
fied with the proposal. 


Nevertheless, I am sure you will agree that, in thinking 
of the financial resources that the federal government 
should make available, you would not want us to be primar- 
ily concerned with the needs of the secondary school 
system. Those needs will go on increasing. But they will 
not increase in future at as fast a rate as the needs for 
post-secondary education and adult training. 


It is to those greatly expanding future needs that we have 
geared our proposals. Again, there is,no doubt, room for 
disagreement about the "how" and the "how mich! *ofm@ous 
proposals, but surely there is no dispute on the approach. 


Our post-secondary proposals are based on two principles. 
First, they should provide for escalation, because the 
needs are increasing so much. Our formula does that. 
Secondly, post-secondary technical education should get as 
good a deal as university education. We should not dis- 
criminate between the two. We should provide a comprehen- 
sive formula within which each province can structure its 
own post-secondary education system as it thinks best. 
This means that we should not distort the system by con- 
tinuing shared-cost arrangements in the technical and 
vocational field. I wonder whether any provinces really 
disagree with that principle. Surely it is possible to 
agree on the principle, however different our views, as to 
the extent to which it is possible for the federal government 
to reduce its taxes in order to accommodate provincial needs. 


Adult training is different in many ways from school and 
university education. Some comments yesterday seemed to be 
limited against the idea that any sharp line can be drawn 
between vocational or technical training and academic edu- 
cation. I agree. That is not the line we are drawing. 
Quite the contrary. It is because we do not think such a 
line is valid that we propose to stop the shared-cost pro- 
grams that support vocational high schools but not other 
secondary education, that support technological institutes 
but not universities. We think that the school system and 
the institutions for higher education should be treated as a 
whole, without artificial distinctions between vocational 
and other education. Perhaps I might point out to Premiers 
of the Provinces that the contrary view was not taken by us; 
it was taken by the Ministers of Education who wanted us to 
maintain our present programs. 


The distinction we do make is quite different. It is not 
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between kinds of education. It is a distinction between 
the needs of peoples -- between, on the one hand, students 
in the ordinary sense and, on the other hand, men and 
women who are or have been earning their living but who 
need further training or re-training for productive employ- 
ment. 


The basis of that distinction is, surely, obvious. First, 
there is a financial difference. The adult has been get— 
ting an income. He can't take training unless he is pro- 
vided with some alternative income from public sources 

to support him and in many cases his dependents. The need 
is in this respect the same as the need for unemployment 
insurance. I think we would all agree that the amount 
should be appreciably larger and that training should not 
prejudice a man's future protection in the form of his 
rights to unemployment benefit. But the principle of an 
income support is the same. And so we regard the payment 
of training allowances as a federal responsibility just 
like unemployment insurance. 


Secondly, adult training is different from school educa- 
tion because quite a lot of it can best be carried on 

not in a teaching institution but within industry. This 
plainly is a growing trend. It makes a great deal of 
sense. But we cannot expect industry to carry it very far, 
in training that a man can use not only with his present 
employers but with many others, unless government bears 
nuch topethe cost: 


Thirdly, adult training is most directly related to full 
employment and improved productivity. It is true, of 
course, that the quality of education also has an important 
infittence*ton our economy. )UButlitmis te gradual influence, 
as the people who are now at school and college enter the 
labour force over the next sixteen years or so. The train- 
ing provided to adults has a direct impact on employment 
and productivity this year and next. It therefore is of 
current, vital, direct concern to the federal government. 


Obviously, I do not mean that we are the people to provide 
the training. Provincial governments and industry are both 
already in that business, and there is no reason for us to 
join them. But we do have the responsibility for seeing 
that provincial governments and industry have customers - 
and that means we have to pay the customers' bills. 


This is the responsibility we propose to assume. Instead 
of being involved 50% and 75% in a variety of technical 
and vocational education programs, we propose to leave the 
student to you and take 100% financial responsibility for 
the adult, for the person who has left school and earned 
his living but now needs re-training or further training. 


Of course, while this is a clear enough principle, like 
everything else it involves in practice the drawing of some 
dividing lines. Obviously a youth who leaves school and 
starts a job today does not become tomorrow a candidate for 
adult training. We have to have a rule as to how long he 
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will need to have been in the labour force before his further 
training becomes our financial responsibility. We suggest a 
three-year rule, particularly from the point of view of 
training allowances. Otherwise you and we would both be 
under more pressure than we wish, I think, from students who 
would like incomes. That, I realize, does not affect 

Mr. Smallwood, who is paying students anyway; but I think 

it reflects the general situation in Canada. Again, we may 
argue about three years or two years or what you like, but 
surely there is no disagreement on principle. 


Beside the three-year rule, or something of that nature, 
there is a second important limitation to our proposal. 
Because a man has been in the labour force for a while, that 
does not mean we should finance his university education. If 
he takes on an extended education course, he reverts to 

being a student. Our concern is with the kind of training * 
that is essentially an interruption to employment, rarely for 
more than a year and often for a much shorter period. More- 
over, it must be designed to create or improve a skill in 

a particular occupation. We recognize, of course, that im- 
proved general education - raising adults from, say, grade 6 
equivalent to grade 10 equivalent - is often in itself a 
great aid to productive employment. But those programs are 
the special cases. The main need is for courses that train 
people for particular occupations, though of course some 
basic skill development, in mathematics or the like, may be 
an integral part of such a course. 


It is, in short, occupational training for adults that we see 
as our particular responsibility. We are not interested in 
doing the teaching or even preparing the courses, though we 
will help in the latter if you wish. The training method is 
your concern and industry's. Our one concern is that the 
courses should be for the right occupations for the right 
people. Obviously, we wouldn't help employment by paying 
courses for barbers if there were already far too many 
barbers. Equally, it's no good giving a course in fishing to 
a man whose interest is in computer technology. 


Accordingly, we as the purchaser of training, are going to 
be concerned with the purpose of the training. To discharge 
our responsibility for employment, it is we who have to say 
whether the public investment in training a man for one oc- 
cupation, rather than another, makes economic sense, because 
of the employment trends in different occupations. 


That, Mr. Chairman, is the limit of the responsibility we 
propose for ourselves. We will pay training allowances. We 
will pay the costs of occupational up-grading and re-train- 
ing in industry. We will pay you 100% for adults for whom 
you will provide courses in occupations that we believe will 
be in future demand. We aren't going to try to change your 
educational systems. While we might in theory have to send 
some people to private institutions, we will do so only with 
your agreement if you don't have the particular facilities 
needed. 


That is all. We don't want to interfere. We want to dis- 
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charge our responsibility. What I have described is what we 
are going to do. We believe it is what we ought to do, for 
full employment and economic progress. 


Obviously, there will not be complete agreement with these 
ideas. But I can't imagine that there is really much 
difference in principle. The value will be to sort out 
what is now a very unsatisfactory and confused federal in- 
volvement and instead to give us the role for which the 
federal government is best suited. The advantages for you 
and for us are surely enough to outweigh some transitional 
problems. If we can't work those out, here or at other 
meetings, we won't be doing much of a job for the industry 
and workers of Canada. 


De 


Statement by 
THE RIGHT HONOURABLE L. B. PEARSON 
Prime Minister of Canada 
at the 
CONFERENCE ON FINANCING HIGHER EDUCATION 
(Wednesday, October 26, 1966) 


PHASE-OUT OF CAPITAL GRANTS FOR TRAINING 


In the past two days my colleagues and I have paid 
careful attention to the views expressed by provincial delega- 
tions on the position which I put forward, on behalf of the 
Government of Canada, at the beginning of these meetings. I am 
bound to say that, while I have listened with an open mind, the 
comments expressed have not changed our basic view. 


I believe that our proposals will serve the interests 
of higher education in Canada; that they make an appropriate 
transfer of financial resources to assist the provinces in dis- 
charging their constitutional responsibilities; that they pro- 
perly express our responsibility and concern for manpower train- 
ing; that they avoid the confusion which would result from con- 
tinuing federal involvement in parts of the school system; and, 
finally, that these proposals are equitable in their impact on 
the inevitably different interests and viewpoints of the 
provinces. 


At the same time, my colleagues and I have been in- 
pressed by one of the major points made on behalf of the prov- 
inces, it is that we should take more fully into account the 
expectations of the provinces that we would continue to make 
capital grants for the construction of vocational high schools, 
technological institutes, trade schools and other facilities 
for technical and vocational training. 


The agreements under which these grants are made 
expire on Zlst March, 1967. There already was an arrangement 
under which grants would have been continued, at the rate of 
75 percent of costs, until all provinces had received the 
equivalent of $480 per capita of their population in the rele- 
vant age group, 15-19 years. At the opening of the Conference 
I proposed a further transitional arrangement which would have 
meant that, in total, provinces would have received some $273 
millions in these capital grants after next March 41st. 


However, the provinces felt strongly that this was 
not enough. The Minister of Manpower and Immigration, the 
Honourable Jean Marchand, therefore indicated to the Conference 
yesterday that we would be prepared to reconsider the transi- 
tional arrangements put forward on Monday for ending the 


D2 


existing progran. 


We have decided to make additional capital grants to 
all provinces until they reach $800 per capita of their popula- 
tion, aged 15-19. This means, for all provinces, that when they 
have exhausted their quota of $480 per capita in grants at the 
75 percent rate they will be able to utilize a further $320 per 
capita in federal grants at the rate of 50 percent of costs. 


I should make it plain that this is a transitional 
arrangement only. We are withdrawing from participation in the 
financing of the school systen. 


this revised transitional arrangement will mean that 
even the provinces that have already made most use of the pro- 
gram will now have substantial further grants. 


For Canada,as a whole, some $548 millions in capital 
grants will remain available after next March 41st. In other 
words, we are prepared to double the phase-out grants which I 
proposed at the beginning of the Conference. Provinces will be 
free to apply the grants, within the general purposes of the 
training program, when and how they wish. 


The position of each province, under this revised ar- 
rangement, will be as follows: 


Estimates of grants Grants remaining 
used by 31 March to be used after 


pa Bk gO AS eet whey OL Merch Lore 


($ millions) 


Newfoundland ads 4 LAr? 
Prince Edward Island Sy, 4.4 
Nova Scotia Ia 40.4 
New Brunswick 8.4 A444 
Quebec 1230 219.0 
Ontario 402.9 46.6 
Manitoba 11.4 45.2 
Saskatchewan L4uS 45.0 
Alberta S326 20.6 
British Columbia 4A 9 45.2 
Yukon and N.W.T. ec Lee 
Canada 598.9 547 .6 


Some provinces, which at present are far short of the 
#800 ceiling, will not need to make immediate use of the addi- 
tional grants available to them under this formula. Other prov- 
inces will take advantage of the additional grants next year. 
Accordingly, there will be some changes in the estimated ef- 
fects next year of our proposals as a whole. 
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Newfoundland 
Prince Edward Island 
Nova Scotia 

New Brunswick 
Quebec 

Ontario 

Manitoba 
Saskatchewan 
Alberta 

British Columbia 
Canada 


Estimated total 
value, under re- 
vised arrange- 
ments, of tax 
transfers, equal- 
ization payments 
and phase-out of 
capital grants 


1967-68 


Estimated 
value for 
1966-67 of 
programs 
which are 
replaced 


($ millions) 
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Statement by 
THE HONOURABLE D. JOHNSON 
Prime Minister 
of the Province of Quebec 
at the 
CONFERENCE ON FINANCING HIGHER EDUCATION 
(Wednesday, October 26, 1966) 


At the present stage of our deliberations, utes 
essential to clarify the problems we have been discussing 
for the past two days. 


Firstly, the problem concerning the Federal con- 
tribution to the capital expenses for technical and voca- 
tional training. It seems necessary to separate that 
problem from the question of assistance, which the Federal 
Government intends to give to the Provinces, in view of their 
increasing obligations in the field of post-secondary educa- 
tion. 


Thirdly, I will deal with the problem of adult edu- 
cation. 


Technical and vocational training 


The first problem concerns the Federal contribu-— 
tion to the capital expenses for technical and vocational 
training. 


That question should be considered as a completely 
separate item. 


This is a programme for which there was an expli- 
cit agreement. In 1961, the Federal Government Signed an 
agreement with the Provinces whereby it undertook to pay 
75% of the cost of construction for technical and vocational 
training. The original agreement, which was to apply until 
April 1, 1967, was extended, last yeskeg) wley) ISOs 


The Province of Quebec is entitled to its share of 
the amounts provided for in that agreement, that is approxi- 
mately $224 million ($480 per capita for people between the 
ages of 15 and 19 in 1961). We will claim that share, accord- 
ing to the arrangements made, before 1970, and eventually be- 
fore. 1973. 


If the Federal Government decides to take into 
account the requests made by the Provinces during the 
Conference and thereby changes the position of the Provinces, 
by improving it, within the context of the present agreement, 
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the Province of Quebec assumes that it will receive the same 
benefits. 


Post-secondary education 


The Federal Government has suggested a new plan for 
assisting education, the object of which is twofold: 


1. To replace the different plans for the provision of 
University grants and for the assistance of technical and 
vocational training through a fiscal and financial compensa- 
tion which would enable the Federal Government to withdraw 
from that field and avoid any risk of the Federal Government 
exercising undue influence on the education policy of each 
Province. 


2. To enable the Provinces, by a net increase of their Treve- 
nues, to meet their growing needs, especially in the field of 
post-secondary education. 


We have already indicated at the beginning of the 
Conference that, without coming to a decision as to the pro- 
posed amount of $14 per capita, the Province of Quebec support- 
ed the Federal proposal providing for the replacement of the 
present plans by a new unconditional fiscal and financial 
compensation. Therefore, we will not deal again with that 
matter. 


As for the net increase of provincial revenues 
which the new plan is supposed to imply, - an improvement 
ranging from about $90 million to $100 million -, it is un- 
fortunate that we have not been able to agree on its amount. 
However, certain Premiers have mentioned that it is difficult 
to consider this matter irrespective of the activities of the 
Tax Structure Committee. This is also the view of the Province 
of Quebec. 


We therefore suggest that this question of the net 
transfer of resources, implied in the Federal proposal, be re- 
ferred to the Tax Structure Committee for its consideration 
in the light of the total needs of the Provinces. In other 
words, we believe that the Tax Structure Committee should 
carry on its work as if the Federal proposal concerning the 
assistance to education involved no provision for the net in- 
crease of provincial revenues in relation to the present ar- 
rangements. It will always be possible to adjust the final 
results of the discussions of the Tax Structure Committee in 
order to make allowance, if necessary, for any agreement that 
might be reached concerning post-secondary education. 


Adult education 


As far as adult education is concerned, the Federal 
proposals are evidently designed to extend and to strengthen, 
by placing them again within the more general framework of a 
manpower policy, certain activities already provided for, under 
specific programmes, by the technical and vocational training 
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agreement which is now in force. 


Since 1961, the Province of Quebec has participated 
in these specific plans for training as to trades and occupa- 
tions (Programme 4), for training in co-operation with 
industry (Programme 4) and for training of the unemployed 
(Programme 5). I have already emphasized that the Province 
of Quebec has initiated, within the framework of these plans, 
certain original programmes and that today we are carrying 
out a systematic policy for the development of continuing 
education. 


The principles on which the 1961 agreement is based 
clearly imply that the Federal Government recognizes the 
provincial jurisdiction in respect of manpower policy. 


As for the substance of the training programme and 
the organization of courses, the exclusive jurisdiction of 
the Provinces is not questioned by this agreement. On Monday, 
I recalled Quebec's position regarding the exercise of this 
exclusive jurisdiction in all sectors and at all levels of our 
educational system including adult education. 


We readily recognize that manpower policy and econo- 
mic development are areas of co-operation between the Provin- 
Cial and Federal Governments. 


Furthermore, adult education, from now on, is and 
will increasingly become one of the keystones of economic and 
regional development, such as we are beginning to realize it 
in Quebec. It is also becoming the best means of ensuring that 
workers and citizens in general benefit from the advantages of 
a modern society. 


In an industrial society, where the labour force may 
at any moment be obliged to change its occupation, one might 
say that adult education represents the social security of the 
future. 


It is in this light that we considered the Federal 
proposals regarding adult education as they were presented 
yesterday morning Lonbeben 25) by the Central Government's 
representative, the Minister of Manpower and Immigration. 


These proposals concern goals, the merits of which 
cannot be challenged from the point of view of the requirements 
of the economic development in Canada and in the various Pro- 
vinces. 


Certain features of these proposals do however raise 
serious problems, be it from the point of view of defining the 
clients, of determining the types of course to be organized, 
of financing the services or of financially assisting the adult 
students. 


In redefining the purposes of the training program- 
mes which will be developed, according to the needs of the labour 
force, we are entering new fields. That is why neither the 
Provinces nor the Federal Government are capable today of 


98 


measuring the scope of the operations to be undertaken in this 
regard. 


As far as the development of the labour force itself 
is concerned, these operations entail a definition and an 
inventory of the actual needs that must be satisfied. They 
also entail, from the point of view of the educational systems, 
the development of training programmes and the organization of 
courses which must be set up to meet these needs. 


At this point, let us also admit that no one is able 
to establish, if only very broadly, the financial implications 
of these operations. We are all obliged to admit it: we must 
expect an experimental period of a few years during which we 
should be able to concentrate on these various matters so as 
to resolve the problems consequent to the pursuit of the goals 
we are setting today. 


What are the most favourable conditions under which 
we can constructively go through this necessary experimental 
period? 


1) In this respect I suggest firstly that we agree, as pro- 
posed by the Federal Government, to extend and to consolidate 
the adult training programmes developed in conformity with the 
agreement on technical and vocational training. 


2) I suggest furthermore that during an experimental period 
of a few years we profit from the administrative machinery and 
services that we have been obliged to set up so as to carry on 
with the operations begun in the field of adult training. 


From the sole point of view of immediate efficiency 
it would seem to me to be quite unrealistic to abandon these 
instruments of work that are now available to the Provinces 
for the administration of the adult education services. 


We could therefore extend and consolidate the pro- 
grammes in operation by maintaining essentially the present 
instruments for defining the programmes to be developed and for 
selecting the students, as well as the conditions under which 
these courses are financed and the students are awarded allow- 
ances. 


It is under such conditions and in such a context 
that the Federal proposal of taking on the entire responsibi- 
lity of financing adult education has the most chances of being 
really effective during the experimental period I mentioned. 

It is under such conditions that Quebec is ready to co-operate 
in this enterprise. 


oF 


Statement by 
THE HONOURABLE M. SHARP 
Minister of Finance 
of the 
Government of Canada 
to the 
FEDERAL-PROVINCIAL TAX STRUCTURE COMMITTEE 
(Wednesday, October 26, 1966) 


1. At our last meeting in September, I presented certain 
proposals to you within the context of a general approach based 
upon certain principles and objectives which the Government of 
Canada felt should govern our future arrangements. JI put the 
objectives in these words: 


"We must somehow fashion machinery which will 
permit a strong federal government to ac-— 
complish the economic and social responsibilities 
which properly belong to it, but without in- 
pairing the fiscal freedom and responsibility of 
the provinces. We must on the other hand fashion 
machinery which will strengthen the ability of 
the provinces to provide the greatly expanded 

and improved public services which are expected 
of them, but without at the same time hobbling 
the federal government or forcing it to have 
different laws for different parts of Canada." 


These objectives underlie the proposals which have been placed 
before the provinces, in the areas of tax sharing, or the use 
of tax fields, the financing of higher education, shared-cost 
programs, and equalization of revenues. I would like to sum- 
marize these proposals, in order that the Tax Structure Com- 
mittee might review them in their entirety, having in mind both 
the broad federal-provincial goals they are designed to achieve, 
and their fiscal effects on both levels of government. 


Use of Tax Fields 


2. The central question in federal-provincial fiscal 
negotiations has always been tax sharing - more accurately, 
the use of tax fields by the federal, provincial and municipal 
governments. JI advanced the view in September, on behalf of 
the federal government, that so long as the provinces had ac- 
cess to sufficient tax fields, and so long as provincial re- 
venues were equalized fairly and automatically, the provinces 
should impose their own taxes for the purpose of financing 
their own programs. I said this for two reasons. First, it 
is important to preserve the principle which holds that if a 
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government wants to spend it must be prepared to tax. Secondly, 
the federal government cannot accept as a general doctrine that 
it has a responsibility to finance rising provincial expendi- 
tures or assume provincial deficits, whatever the expenditures 
may be or however the deficits may have been incurred. It is 
only when the federal government acknowledges that certain pro- 
vincial programmes or expenditures have a higher priority than 
competing federal priorities, that the government is warranted 
in asking Parliament to impose taxes to contribute toward 
meeting their costs. 


Financing Higher Education 


4. This is the case now, with respect to the rising costs 
of education. We acknowledge the priority of education and we 
accept the argument of the provinces that their total expendi- 
tures are rising at an abnormal pace largely because of the 
rising costs of higher education. It was for this reason that 
the Prime Minister proposed to make a substantial fiscal trans- 
fer to the provinces, in the form of a tax transfer - four 
percentage points of personal income tax and one percent of 
corporate profits - supplemented by equalization grants, to 
bring the total fiscal transfer up to $14 per capita or 50 per- 
cent of post-secondary education operating costs. This fiscal 
transfer is designed to replace the present system of univer- 
sity grants and technical and vocational training grants, both 
operating and capital, subject to a "phase-out" of the present 
capital grants. 


4, The Federal Government's proposal will cost the 
federal treasury next year somewhere in the neighbourhood of 
$147 million more than our present programmes are estimated to 
be costing this year as indicated in the Prime Minister's state- 
ment. This is a substantial additional contribution to higher 
education in Canada... Over and above the fiscal effect of this 
offer several important principles will be achieved. First, 
federal fiscal assistance is being made available in a way that 
recognizes higher education as the most dynamic element in 
public expenditures today: the federal contribution will grow 
as expenditures on higher education rise. Secondly, the fiscal 
transfer is made unconditionally to the provinces, thus ensur- 
ing their freedom to develop the institutions and emphasize the 
kinds of education which will best suit their needs. Thirdly, 
the proposals provide for the first time for the explicit sup- 
plementation of revenue equalization payments with equalization 
based on expenditure needs. We recognize that there are still 
a number of technical problems to be settled to ensure a smooth 
operation of the new approach, but we are satisfied it is the 
approach we should follow. 


5. I will not add to what the Prime Minister said con- 
cerning the new federal Adult Training Program. It represents 
amajor step forward, as a policy designed to stimulate produc- 
tivity and employment in Canada, and as a measure which will 
strengthen the ability of the federal government to discharge 
its economic policy responsibilities. I perhaps will be for- 
given for noting that it will also relieve the provincial 
treasuries though we cannot determine now how much this will be. 
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It will also add to the increase in our expenditures. 


Shared-Cost Programs 


6. The proposals we placed before you concerning shared- 
cost programs are consistent with this new approach to the fi- 
nancing of higher education, and with the general principles by 
which we are being guided in federal-provincial relations. Our 
plan, it will be recalled, was designed to enable the provinces 
ultimately to assume full responsibility for continuing and 
well-established shared-cost programs - Hospital Insurance, the 
Canada Assistance Plan and the continuing portion of the Health 
Grants. This will be applicable to Medicare once it is well 
established. The provinces would receive immediately a new 
form of compensation in place of the shared-cost grants, con- 
sisting of a tax transfer involving 17 points of the individual 
income tax, the payment of revenue equalization grants which 
would bring the value of the tax transfer in the poorer provin- 
ces up to the national average tax yield, and the payment of a 
"special program equalization grant" which would bring each 
province's annual compensation up to the amount to which it was 
entitled under the shared-cost agreements involved - a measure, 
in a sense, of expenditure needs in these fields. 


7. %In 1970 the provinces would be relieved of all of the 
conditions in these shared-cost programs, if they chose, and the 
programs equalization payment would from then on be escalated 
independently of program costs, at about the same rate as the 
revenue equalization payments. At the same time special meas-— 
ures would be introduced for the purpose of preserving the 
portability of benefits under these plans, and of extending 
program developments. This goal would similarly be achieved 
by our proposal to continue to offer short-term grants for 
research and developmental projects in the health and welfare 
freid. 


8. The similarity of this proposal to the federal pro- 
posal concerning the financing of higher education will be evi- 
dent, I am sure. In both cases federal fiscal transfers are in 
respect of expenditure programs to which the federal government 
attaches a very high priority. This is what warranted federal 
fiscal transfers to the provinces. In both cases the fiscal 
transfers include both revenue equalization and equalization 
based on program costs. And, taken together, these proposals 
lead in the direction of uniform federal laws across Canada. 


9. Completing the federal proposals concerning shared- 
cost programs, I said that we were as anxious to preserve the 
strength of the federal government in the field of economic 
policy as we are to respect the autonomy of the provinces in 
the field of education, and to provide for their full authority 
in established and continuing social measures. I indicated, 
therefore, that the Government of Canada would continue to use 
shared-cost programs where they could effectively serve to 
stimulate economic growth and development. 
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Equalization 


10. Turning now to the equalization of revenues, it will 
be evident that, while we do not accept the view that the federal 
government has a responsibility to ensure that all provinces have 
adequate fiscal resources, without regard to the expenditures 
they undertake or the tax measures they impose, we do agree 
that the federal government should enable each province to pro- 
vide an adequate level of public services without having to 
resort to rates of taxation substantially higher than those of 
other provinces. I said that we had sought a means to achieve 
this end as objectively and equitably as possible. We concluded 
that we could come as close as is presently possible to this 
objective by adopting a formula which would take into account 
all provincial revenues, and which would bring the revenue 
yield in all provinces up to the national average yield. fThis 
is achieved by applying average provincial tax rates to a com- 
prehensive index of fiscal capacity in each province, and de- 
termining whether the resulting revenue yield is below the 
national average. If it is, the federal government makes up 
the difference. This approach would constitute a fundamental 
reform in our equalization arrangements. It would give us a 
formula which is more objective and more responsive to provin- 
cial needs, because it includes all revenues rather than an 
arbitrarily selected number of them, and because payments would 
grow automatically as provincial responsibilities and revenues 
grow. 


We have considered carefully the several provincial 
proposals with regard to the equalization formula, but have 
come to the considered conclusion that the one we have proposed 
is the soundest way of meeting the objectives I have mentioned. 
I do not suggest that we have the final answer; we should seek 
further refinements over the next five-year period. I am satis- 
fied that our proposal is the best which can be formulated at 
this time. 


ll. We recognize, as we did in our proposals concerning 
the financing of higher education, that major changes in ap- 
proach and in method lead to difficult transitional problems. 
These we have sought to meet, in our equalization formula, by 
providing that any province which lost equalization under the 
new formula would be allowed a generous interval during which 
to adjust to the loss. After further consideration of the re- 
presentations of certain provinces, we have concluded that we 
should adopt an additional transitional arrangement to meet the 
particular problems encountered by Prince Edward Island. Under 
our proposals, any province which now receives an Atlantic 
Provinces Adjustment Grant will be assured an increase in its 
payment equal to the amount of its 1966 Atlantic Provinces 
Adjustment Grant. For example, Prince Edward Island will be 
assured an increase of $3.5 million. 


Revenue Stabilization 
12. I want to mention finally one other important pro- 


posal in our total fiscal package. The new equalization 
formula provides that equalization for a particular province will 
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rise automatically if its economic circumstances declined re- 
lative to the rest of the country. However, this would not 
meet the problem of a general decline in provincial revenues. 
Therefore, as I indicated in September, we are offering to pay 
stabilization grants to any province whose revenues in any 
year, at constant tax rates, fall below the previous year's 
level by more than a specified percentage. 


Having consulted informally with the provinces during 
the past few weeks, we have concluded that the appropriate 
level of the guarantee would be 95% of the previous year's net 
general revenues, again at constant tax rates. This level, we 
think, will offer a sufficient guarantee to enable provinces to 
harmonize their fiscal actions with those of the federal govern- 
ment in time of recession, and to improve their borrowing posi- 
tion in the market, without getting the federal government in- 
volved with small revenue fluctuations. We will be prepared to 
review this figure, of course, in the light of experience. 


A Comprehensive Approach 


13. I have reviewed the federal government's proposals 
in this rather comprehensive way for the purpose of presenting 
in perspective our general approach to federal-provincial re- 
lations. We hope it will contribute to a dynamic federalisn, 
in tune with the needs of the future. 


14. I recognize that many provincial delegates will 
argue that there should be further fiscal transfers by the 
federal government to the provinces. I feel constrained to 
point out, however, that these proposals will provide more than 
$300 million,additional to the provinces in 1967-68 in respect 
of equalization and fiscal transfers to education, over what 
they are getting this year. This is a substantial sum. 


15. I am proposing that the Tax Collection Agreements 
which we will be offering be entered into for two years only. 
During this interval we will have an opportunity to discuss the 
nation's tax structure, before arriving at final decisions on 
tax measures. In the meantime, we would propose to abate fed- 
eral individual income taxes by 28 points in all provinces, and 
an additional 17 points for those provinces other than Quebec 
who accept our proposal in respect of shared-cost programs. 
Special discussions will be required with Quebec concerning the 
tax abatements under the Established Programs Act. In addition, 
we would propose to abate the corporation income tax by 10 per- 
cent in all provinces. We will thus have taken a major step 
toward the goals I outlined on behalf of the federal government 
on September 14, 1966. 


Statement by 
THE HONOURABLE JOHN P. ROBARTS 
Prime Minister of the Province of Ontario 
TO THE FEDERAL—PROVINCIAL TAX STRUCTURE COMMITTEE 
(Wednesday, October 26, 1966) 


At the meeting of the Tax Structure Committee on 
September 14, I indicated the view that the Government of 
Ontario has taken towards the work of the Tax Structure Com- 
mittee. We have considered throughout, in our studies and 
our meetings, that we must achieve a more effective and 
equitable matching of sources of revenue to governmental 
expenditure at the federal, provincial, and municipal levels. 
Our thinking has not changed. 


Our intent has not been to erode the power of the 
federal government nor to revise the powers and authority 
of the federal and provincial governments under the consti- 
tution. Our intent has been to re-organize our federal- 
provincial fiscal relations in order that all governments 
might discharge their responsibilities with adequate finan- 
cial resources. 


At the time of the first meeting of the Tax Struc- 
ture Committee on October 13, 1964,the Minister of Finance of 
that day said that the work of the Committee was to find a 
balance between fiscal requirements and the fiscal capacity 
of the provinces - including their municipalities - and the 
federal government. The prime objective of the study would 
be to devise arrangements for closing the gap between the 
fiscal requirements and the fiscal capacities of all eleven 
governments. 


This declaration of purpose represented fully the 
Spirit in which all governments agreed to participate in the 
work of the Tax Structure Committee. This is hardly compat- 
ible with the current federal proposition that, if the provinces 
are faced with deficits, they should go out and raise their 
own taxes independently. 


The major tangible work of the Tax Structure Commit-— 
tee is the detailed forecasts of trends of government revenue 
and expenditure. This work has provided unequivocal evidence 
that the present tax fields are mal-distributed and that a 
major redistribution in favour of the provinces must now be 
carried out. The forecasts show that, while the federal 
government will show a substantial budgetary surplus by 1971- 
72, the combined provincial-municipal deficit will increase 
every year during the same period. 


We believe that the projections of the Tax Structure 


Committee must be placed before the people of Canada with two 
objectives in view. First, that they may realize that an 
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extensive redistribution from the federal to the combined 
provincial-municipal account is required and that this must 

be done in a manner which is economically sound and financially 
manageable. Second, that the people will understand the extent 
to which all levels of government must combine to establish 
priorities and control their demands on the taxpayer. We must 
also not forget that the municipal taxpayer contributes to the 
federal Sngalne to which I have referred. The cost of the 
essential municipal services which he requires is getting 
beyond his ability to pay and he must have financial aid. 

To provide the necessary assistance to him, Ontario needs more 
money. 


The fact that the federal government will move into 
a surplus position while the forecasts of combined provincial- 
municipal figures reveal an increasingly large deficit rein- 
forces the danger that the federal government will introduce 
programs which the provinces cannot afford. Although we 
have all agreed this week upon the absolute priority of educa- 
tion, the proposals for federal financial assistance for 
education placed before us still fall far short of meeting our 
requirements. And yet, the introduction of medicare as 
originally proposed for July 1, 1967, would have made it neces- 
sary for Ontario to finance, in addition to the $70 million 
which we are paying for OMSIP, approximately $88 million to meet 
the requirements of the federal plan. This is the equivalent 
of 5 points of the personal income tax. Whereas we agree with 
the idea of universal public medicare and are in sympathy with 
the federal government's proposals, this is a matter of priority, 
timing,and raising of the money by taxes or premiums. 


We do not believe that proper financial support for 
the provinces need imply weak federal government, unable to 
provide effective economic, monetary, and fiscal policies. 
While exact percentages of the total tax field necessary for 
control must be a matter of judgement and opinion, we are 
prepared to accept the proposition that the federal government 
should retain not less than 40% of the personal income tax to 
ensure that control. In regard to corporate income tax, we 
believe even a higher percentage is necessary and would be 
prepared to accept retention by the federal government of at 
least two thirds of the field. 


The immediate focus, then, must be on tax-sharing. 
Barlier this year, the Government of Ontario introduced 
extensive tax increases in order to meet the expanding needs 
of its people. However, we first require a re-allocation of 
the extent to which the different levels of government have 
access to the various tax fields. At the same time, we believe 
that it is unwise to follow the federal government's basic 
principle that each government should set rates without regard 
to the aggregate. 


Certainly, there must be an immediate transfer of 
financial resources to the provinces. The appropriate size 
of the transfer and the area of taxation which should be abated 
are questions which have been discussed by the Continuing 
Committee. Taking into account both the historical levels of 
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debt which have been financed by all levels of government and 
the relative tax efforts of different jurisdictions, we believe 
that an abatement of five points of the pérsonal income tax, 

or equivalent, in 1967-68, followed by an additional three 
points in 1968-69, would represent an equitable sharing of the 
total government deficit in the years immediately ahead. 

These amounts, of course, are over and above the proposals 

made in the educational fields. 


When I say "or equivalent", I mean that this net 
transfer does not have to occur in the personal income tax 
although this is where we would prefer it. It could be 
arrived at, for example, by an agreement to pay half the cost 
of university construction. 


If this is accomplished effectively, we would support 
the federal government's principle of establishing a uniform 
fiscal approach to all provinces with respect to shared-cost 
programs. Starting in 1969, we would be willing to consider 
taking over the three major shared-cost programs in exchange 
for 17 points of personal income tax. 


We say 1969 because we believe that only a two-year 
agreement iS appropriate at this time. In the interval we 
will need to absorb the recommendations of the Carter Commission 
and the (Ontario) Smith Committee. Such considerations should 
include a thorough exploration of the indirect tax field and 
the possibilities of provincial participation in that field. 
More important, we must establish the ground rules by which we 
wish our Canadian federation to develop in the future. If we 
can meet the present requirements for financial redistribution, 
then we shall be able to concentrate on the broader and basic 
questions of re-shaping the Canadian federation prior to enter- 
ing into more binding arrangements. 
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Statement by 
THE HONOURABLE D. JOHNSON 
Prime Minister of the Province of Quebec 
to the 
FEDERAL—PROVINCTIAL TAX STRUCTURE COMMITTEE 
(Wednesday, October 26, 1966) 


The main question on the agenda of this meeting 
concerns the net transfer of tax resources. 


‘Jes Projections of Revenues and Expenditures 


The Committee has prepared projections of revenues 
and expenditures which already indicate that the provinces and 
the municipalities will have to face a deficit which, in 
1971-72, will be three times that of the Federal Government. 
This in itself indicates a very serious imbalance in the 
sharing of the effective fields of taxation in Canada. 


During the past month, experts of all governments 
prepared a revision of the projections of the Tax Structure 
Committee to allow for the recent accelerated growth rate of 
the Canadian economy and for certain modifications in the 
spending programs, for instance, the postponement of medicare. 


On the basis of a 6% annual growth rate in the Gross 
National Product, between 1967 and 1972, we note that the 
Federal Government's revised projections indicate a small, 
but rapidly growing, surplus at the beginning of the period, 
while the provincial deficit, which 1s far in sexcesss,of one 
billion dollars at the beginning of the period, will double 
in five years. 


On the basis of a 7% annual growth rate of the nation- 
al product, the Federal Government's surplus at the end of 
the period would exceed $700 million, while the provinces' 
deficit would still be clearly in excess of $2 billion. 


In brief, by assuming several different possibili- 
ties as to the growth of the Canadian economy, obviously the 
results may vary, but the same conclusion always arises: 
there is an intolerable imbalance in the distribution of the 
effective fields of taxation between the two levels of govern-— 
ment. 


ae Loans 


This imbalance is far more serious than it appears 
at first sight, because 1t involves a similar imbalance in the 
government's loan needs for other than budgetary purposes. 
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Thus, for example, several provincial governments 
guarantee the debts of their power companies or borrow on 
their behalf. Now, the demand for power in Canada is doubling 
every ten years. In this respect, the provinces find then- 
Selves in the same position as was the Federal Government at 
the time the railroads were built. Besides, within a few 
years we shall be engaged in nuclear plant construction pro- 
grams involving a Canadian process which, compared to other 
nuclear processes, requires a large investment per kilowatt. 


However that may be, it is noteworthy that for the 
past few years the direct and guaranteed debt of the provincial 
and municipal governments has been increasing much more rapidly 
than that of the Federal Government. Indeed, from 1958 to 
the middle of 1966, the current federal debt has increased by + 
less than 25% (approximately $3.8 billion) whereas the provin- 
cial and municipal debt has increased by $9.3 billion, that is, 
it has increased more than twofold. It now exceeds $18 
billion while the Federal Government's debt was slightly more 
than $20 billion in the middle of the present year. 


During the same period the provinces and municipal- 
ities have greatly increased their taxes. They obtained 
fiscal and financial transfers from the central government. 
Nevertheless, they have not succeeded in avoiding the very 
large increase of indebtedness which I have briefly outlined. 


De Results of the Status Quo 


If no agreement is reached on a new distribution of 
the taxation fields for the forthcoming years, the provinces 
will be faced with the necessity to resort to considerable 
tax increases, while at the same time not being able to avoid 
to any extent their having to rely more and more on the finan- 
cial market. 


The Federal Government, on the contrary, would have 
increasing budgetary surpluses, while proportionately its 
borrowing needs would generally be rather moderate. 


It has often been contended, for some time now, that 
total public expenditures are increasing too rapidly in 
Canada. This increase is due to two different phenomena. On 
the one hand, the cost of some existing programs such as 
education and health is increasing rapidly and, on the other, 
governments are setting up new expenditure programs. For some 
time now the federal government, which is regularly threatened 
with having to show a surplus, has devised numerous new ex- 
penditure programs or, as in the case of its wage policy, has 
granted increases which probably would not have been so high 
if its finances had been more on the deficit side. 


If a redistribution of powers of taxation does not 
occur, or if it remains only marginal, the Federal Government 
will be able to continue planning new programs, whereas the 
provincial governments, confronted with considerable tax 
increases and with limitations imposed upon them by the fi- 
Nancial markets, will be forced to limit themselves to their 
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present programs. There is even a possibility that they 
might have to reduce them or to spread them over a longer 
period of years. 


A redistribution of the powers of taxation is probably 
the only means of reducing the progression of public expenses 
in Canada and,in any case, it is the only means of enabling 
the provinces to fulfil their essential duties without having 
recourse to undue tax hikes and without dangerously clogging 
the financial markets which are available to them. 


4. New Sharing 


This is why it would seem necessary to us to consider 
a transfer of fiscal resources which would include, during the 
first year, the return to the provinces of sources of taxation 
equivalent to about $150 million and increasing gradually to 
$1 billion by the end of that period. Such a transfer will 
not enable the provinces to balance their budgets. The fore- 
cast deficit, assuming an annual increase of 6% in the GNP, 
would be about $1.2 billion, whereas the federal government's 
forecast deficit, under the same assumption, would be about 
$800 million. 


Some may say that this Federal Government deficit 
will have to be met by increases in taxation by the central 
government. This argument, which we have heard on many occasions, 
is debatable. The Federal Government must balance this 
deficit in the same manner we do, i.e., by raising its taxes, 
by increasing its borrowings, or by cutting down its expend- 
itures. If raising taxes is as distressing for the central 
government as it is for all provincial governments, increas-— 
ing its loans is, under the present circumstances, far easier. 
As regards the reduction of expenditures, we are dealing with 
priorities which the central government must itself estab- 
lish, but about which we cannot help but have certain opinions. 
The Federal Government is especially proud of having set up 
in Canada, in a very short period of years, one of the most 
advanced social security systems in the world. There is 
no doubt that without its intervention the provinces would 
not have been able to proceed as far, nor as rapidly, not 
because they did not wish to do so, but for the simple reason 
that after the war the major part of the various fields of 
taxation were taken up by the Federal Government. 


However, the time has come to draw the conclusions 
of this policy. If the level of public expenditures in 
Canada is too high, we must necessarily consider decreasing 
expenditures in other fields, such as national defence. 


Once again, I would be ill-advised to be too definite 
on such matters. But, we can ask that, for the sake of balanc- 
ing public finances in this country, better logic be applied. 


It might be argued that a transfer of fiscal re- 
sources to the provinces will incite them to embark on new 


expenditure programs. To a point, this may be so: the provin- 
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cial governments are not administrative branches of the Federal 
Government, and therefore, they must establish their own 
policies. However, their financial situation over the next 

few years will be such that the greater part of the trans- 

fer will necessarily be directed toward reducing their rate 

of borrowing on the market. The Federal Government, because 

of its special position in relation to the central bank, is 

not affected to the same extent as are the provinces by the 
discipline laid down by the financial markets. 


The Government of Quebec attaches the greatest 
importance to the transfer of fiscal resources. I do hope 
that this matter will be discussed during this Conference, 
without involving for the time being the transfers suggested 
by the Federal Government at the Conference on higher educa-— 
tion. We do not know the exact amounts of the permanent 
transfers involved in the federal proposal and it is evident 
that for some length of time these amounts will not be known 
by either the Federal Government or ourselves. Of course, 
when these amounts have been determined, we will have to 
adapt accordingly the net fiscal transfer as determined by 
the Tax Structure Committee. 
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Statement by 
THE HONOURABLE G. I. SMITH 
Minister of Finance and Economics 
of the 
Province of Nova Scotia 
to the 
FEDERAL-PROVINCTIAL TAX STRUCTURE COMMITTEE 

(Wednesday, October 26, 1966) 


1. At the Federal-—Provincial Conference of April 1964, 
the Prime Minister expressed the view that in the past piece- 
meal consideration had been given to broad problems of federal- 
provincial relationships. Although ad hoc solutions had been 
found to points of immediate difficulty, it appeared to the 
Prime Minister essential that greater technical and philosophi- 
cal studies be executed in this field. 


ec. The text of the Prime Minister's remarks is as follows: 


"I think that our discussions have shown one 
thing, above all, with unquestionable clarity: 
We have not been getting to the roots of our 
problems. Our uncertainties take varying 
shapes - from those of Premier Smallwood, to 
those of the two central provinces and, I may 
say, of Canada - but we have in common a real 
uncertainty as to the nature of contemporary 
federal-provincial relationships within Con- 
federation. 


We all know that the answer to this problem 
will determine our survival, will govern our 
future, as a federal state extending from 
coast to coast. We all know also that we 
will not find an answer through the kind of 
piece-meal consideration we have been giving 
to it. At our recent meetings we have been, 
I think,fairly successful in finding ad hoc 
solutions to points of immediate difficulty. 
As a group, we have been reasonably adept at 
partial solutions and finding political and 
financial expedients. 


That is useful and essential. But it is not 
enough. We have to go deeper. The question 
is how. 


In these matters, there are two kinds of 


depth. One is technical. The other is, as 
Mr. Smallwood said yesterday, philosophical - 


ve 


or political in the broadest sense. 


After reflecting on our discussions yesterday, 
I want to make suggestions under both these 
heads. 


First, as to greater technical examination in 
depth. The federal government would like to 
invite all provincial governments who so 

wish to enter into detailed negotiations with 
us as to the terms under which contracting- 
out from existing shared programs of a per- 
manent nature, involving fairly regular 
annual expenditures, might be arranged. I 
think that terms of reference for such dis- 
cussions can be constructed without too 

much difficulty from the points of similarity 
between what I said yesterday and what was 
said by various provinces. 


It should be clear that the discussions 
between the federal government and any one 
provincial government cannot be final and 
definitive. The resulting proposals will 
be of importance to all provinces and will 
have to be brought back to a general 
federal-provincial conference. But I 
think that it is by detailed discussions 
that we can make further progress in a way 
that may prove satisfactory to us all. 


So much for my first suggestion as to how 
we proceed in depth: that is, by technical 
discussions. 


To move to political or philosophical depth 
is more difficult. But, unless I very much 
mistake the spirit of our discussions, this 
has to be done. My suggestion is this: we 
as a conference should appoint a committee 
consisting of one Minister from each provin- 
cial government and, say, two or three from 
the government of Canada. We should charge 
that committee, which would have to have 
full-time experts, to review the nature and 
extent of federal and provincial taxes in 
relation to the financial responsibilities 
which now have to be carried by both federal 
and provincial governments. 


We would insist that this tax structure conm- 
mittee, as we might call it, would have to 

be an active committee. It must produce an 
interim report to be delivered to us, as the 
Premiers' conference, before the end of the 
year. It should be further instructed to 
review this interim report in the light of 

our comments and of the reports of the various 
Royal Commissions and other enquiries into 
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taxation which are under way at present. 
By a reasonably early date next year - 
within, I would hope, about 12 months 
from now —- we would expect a definitive 
report. 


I think that in such a period we could 
carry out, if we gave the matter sufficient 
priority, an enquiry that would be compre- 
hensive in character and could be vitally 
important in its comprehensive results. 


This would be no ordinary committee. The 
enquiry will require wisdom and expert 
knowledge. It will also require devotion 
to the ideal of a strong federal government 
and strong provincial governments, working 
together for the realization of a prosperous 
and united Confederation. I suggest to you 
that it is a major task which should be 
undertaken without delay. If this confer- 
ence so desires, it could order this enquiry 
to be undertaken at once." 


53- In October, 1964, the Federal-Provincial Conference 
decided that the Terms of Reference of this Committee are to 
study and to report on: 


(1) "Trends to be expected during 1967-72 in 
public expenditures by the federal govern- 
ment, the provinces and the municipalities, 
taking into account the broad priorities 
likely to be accorded by governments to 
expenditures on major programs that will 
compete for available funds; 


(2) The problems involved in financing these 
expenditures and their relationship to the 
economic circumstances to be expected, the 
probable levels of costs of public services 
and facilities, and the prospective levels 
of government debt; 


(3) The general policy to be followed in respect 
of shared-cost programs during the period 


1967-725 


(4) The tax fields that should be used exclusively 
by the federal government and by the provinces 
and municipalities, and the fields in which 
joint occupancy is desirable; 


Ca The arrangements to be made in respect of 
jointly occupied tax fields; 


(6) The relation of equalization grants to the 
fiscal requirements and fiscal capacities of 
the provinces, and the best equalization ar- 
rangements for the period 1967-7e. 
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(7) Future intergovernmental liaison on fiscal 
and economic matters; 


(8) Other related matters." 


4. As the result of our examination of various arguments 
concerning equalization, it is respectfully submitted by Nova 
Scotia that the Total Income Method provides the best means for 
determining fiscal capacity of our provinces. Our reasoning is 
contained in the Nova Scotia Submission to the Tax Structure 
Committee Meeting of September 14 and 15 and evidence submitted 
since that time has not altered our view. 


5. At the last meeting of this Committee in September, 
it appeared that the Federal Government preferred that the Tax 
Indicator Method be used to measure fiscal capacity. In applying 
this method, the Federal Government does not achieve the measure- 
ment of fiscal capacity of each province because of the exclu- 
sion of all consideration of municipal revenues and responsibil- 
ities. 


6. It is clear from the remarks of the Prime Minister 
and from the Terms of Reference quoted above that this Committee 
is to concern itself with the principles which should govern 
the establishment of a new equalization formula. The Federal 
Minister of Finance told us at the last Committee meeting that, 
indeed, principles had governed Federal considerations, with 
one exception. That exception was the exclusion of all refer- 
ence to municipal revenues and responsibilities. Surely we 
should decide all questions regarding a formula on grounds of 
principle. Let us now fix our goal in equalization and keep it 
clearly before us. 


7. If the Federal Government is surprised at the magni- 
tude of thesums resulting from equalization calculations, even 
in its own proposals, this only serves to bring into focus for 
the Federal Government the degree of disparity in fiscal capa- 
city between the different regions of Canada. 


8. Indeed, this disparity in fiscal capacity is easily 
discernible. It may be clearly seen in an examination of the 
per capita personal income in the provinces. 


9. As mentioned in D.B.S. Bulletin Number 13-201, the 
1965 average income per capita, for example, in Nova Scotia 
was $1,483, while the Canadian average was $1,988. 


10. In the industrial composite group, as determined 
from D.B.S. Bulletin Number 72-002, 1965 average weekly wages 
and salaries were $74 for Nova Scotia and $91 for Canada. Pro- 
jected for 52 weeks, the annual figures would be $3,818 for 
Nova Scotia and $4,734 for Canada. 


11. These are examples of the differential which exists 
and which creates the wide differences in fiscal capacity as 
between provinces. And it is this differential which Nova 
Scotia submits must be considered. We feel that the goal of 
this Committee is to determine an equalization formula which 
will assure for each province sufficient resources to provide 
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the people of that province with a national average standard 
of services without imposing upon them a burden of taxation 
which is greater than the national average. 


l2. In designing such a formula, "the best formula”, it is 
hard to understand how, in principle and practice, municipal 
revenues and responsibilities can be excluded from our consider- 
ations. Are not municipal revenues and responsibilities direct- 
ly related to a vital part of our national services? The 
answer is self-evident. Indeed, this was expressly recognized 
in the Terms of Reference of the Committee, in the work of the 
Committee and by all concerned with the preparation of the pro- 
gections, up to this point. 


13. Equalization amounts as calculated according to the 
present formula, and the Federal proposal, together with the 
result of including municipal revenues and responsibilities are 
appended. 


14. The Federal proposal has excluded, on pragmatic 
grounds and not on grounds of principle, any consideration of 
municipal revenues. If, then, the Federal Government Tax Indica- 
tor or Representative Tax Method is accepted, it must be recog- 
nized that this will result in equalization payments falling 
far short of the amount which would result from inclusion of 
municipal and provincial revenues. 


15. The proposed Federal payments will have to be increased 
by more than 50% to result in true equalization even on the 
basis of the Tax Indicator Method which the Federal Government 
prefers to use as the method of calculating equalization. This 
is because the Federal proposal omits municipal revenues and 
responsibilities. 


16. This Committee has been charged with the responsibil- 
ity of recommending "the best equalization arrangements". We 
believe it is not our duty as a Committee to decide what total 
sum should or should not be transferred by way of equalization 
to the provinces. The Federal Government must be the judge 
with respect to this point. It is our duty to recommend the 
principle which should be followed. If the Federal Government 
finds that it cannot afford the money fully to implement that 
principle now, the amount payable can be scaled down for the 
time being, but the full implementation of the principle should 
be the long-term goal. 


17. This would be in accord with the Prime Minister's 
remarks: "At our recent meetings we have been, I think, fairly 
successful in finding ad hoc solutions to points of immediate 
difficulty. As a group, we have been reasonably adept at 
partial solutions and finding political and financial expedi- 
ents. That is useful and essential. But it is not enough. 

We have to go deeper. The question is how." 


18. We wish to question the relevancy of a comment the 
Federal Minister of Finance made in his submission to the Tax 
Structure Committee Meeting of September 14, in paragraph 23. 
He says that there is a larger population in regions of Quebec 
where the average income is less than 80% of the national 
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average than there is in the four Atlantic Provinces combined. 
If it were relevant, it would be quite true to say that there 

are regions of the Atlantic Provinces where the average income 
is much less than one-half the national average. We are con- 

strained to observe that this should not form part of our de- 

liberations. We are not dealing with regions of a province or 
of the country. Rather, we are concerned with whole provinces 
and their respective fiscal capacities as provinces. 


19. Parliament provided for the Atlantic Provinces Ad- 
justment Grants because it recognized that the fiscal capacity 
of the Atlantic Provinces was well below the national average 
and had been for a long time. The grants were meant to compen- 
sate in part for this and to help these provinces to provide a 
standard of public services for their people more nearly in 
line with those in the rest of Canada. 


20. Even if now an equalization method is adopted which 
will provide these provinces with full equalization to whatever 
standard might be adopted, it will be a long while before they 
can, in fact, catch up with the rest of the country. Their 
long standing deficiency in fiscal capacity has forced them to 
fall further and further behind. It will take many years of 
full equalization before they can reach the level of the national 
average. Full equalization, by itself, though 1G WoL lL put them 
in a position to expend for public services a per capita amount 
which approaches more nearly what others can expend, will not 
make it possible for them to close the gap which has developed 
over so many years of deficiency. 


21. It is, therefore, submitted that even if a method of 
equalization is adopted which takes full account of every ele- 
ment of fiscal capacity, those grants should be continued LOT 
many years until the gap is closed. 


22. If the method of equalization adopted does not equal- 
ize the deficiency existing in every element of fiscal capacity, 
then the need to continue these grants is even greater - and 
indeed compelling. In such case not only will those provinces 
be unable to make up for the deficiencies of the past, they 
will fall further behind with each passing year. 


23. Nova Scotia has received, with gratitude, equalization 
and other payments. We wish once again to express our Since ke 
appreciation for these to non-receiving provinces and to the 
Federal Government. 


24. We subscribe to the aims the Prime Minister set forth 
for the Tax Structure Committee in his April 1964 address when 
he said: "This would be no ordinary committee. The enquiry 
will require wisdom and expert knowledge. It will also require 
devotion to the ideal of a strong federal government and strong 
provincial governments, working together for the realization of 
a prosperous and united Confederation." 


25. It is Nova Scotia's contention that full equalization 


can reinforce our national foundations and do much to ensure a 
prosperous and united Confederation. 
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Statement by 
THE HONOURABLE L. G. DESBRISAY 
Minister of Finance and Industry 
of the 
Province of New Brunswick 
to the 
FEDERAL-PROVINCIAL TAX STRUCTURE COMMITTEE 

(Wednesday, October 26, 1966) 


Mr. Chairman: 


The position of the Government of New Brunswick with 
regard to your basic proposals was made clear at the September 
meeting of the Tax Structure Committee. However, two new pro- 
posals were made this morning and I believe they deserve comment. 


First, the 95 percent revenue stabilization proposal 
will assure all provinces of the funds necessary to provide 
essential public services in the event of economic recession. 
Further it ensures that,should drastic federal fiscal policies 
be necessary, provincial governments need not move to offset 
their effects. Stabilization, like insurance, is something we 
all like to have but hope never to use. Mr. Sharp's proposal 
is the most generous and comprehensive insurance ever included 
in a tax-sharing agreement. As such we welcome it. 


Similarly, the minimum guarantee of an increase in 
equalization as large as the present Atlantic Provinces Adjust- 
ment Grant is a feature we welcome while hoping we need not take 
advantage of it. It does, however, recognize the special problems 
of small-scale operations, and as it benefits our sister Pro- 
vince of Prince Edward Island we welcome it. 
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Statement by 
THE HONOURABLE DUFF ROBLIN 
Premiervotetherrrovince of Manitoba 
to the 
FEDERAL-PROVINCIAL TAX STRUCTURE COMMITTEE 
(Wednesday, October 26, 1966) 


In Manitoba's view, the purposes of the federal- 
provincial Tax Structure Committee were: 


(a) to arrive at mutually agreed forecasts of the 
costs accruing to the federal government on the 
one hand and the provincial-municipal govern- 
ments on the other with respect to financing 
current programs, 


(b) to establish a rationale for the sharing of 
jointly occupied tax fields. 


The magnitude of the respective positions of the fed- 
eral government and the provincial governments and their muni- 
cipalities is now clear and should be conveyed to the public. 


The findings of the Tax Structure Committee as now 
revised by the federal government show that generally the feder- 
al government budget is in balance or in considerable surplus 
over the next five years. The provinces and municipalities on 
the other hand are facing very large deficits. The single most 
important cause of the growing provincial and municipal deficits 
is the cost of education which is rising by hundreds of millions 
of dollars each year. 


This state of affairs must be related to the fact 
that education is the number one priority of the nation even 
though it remains a provincial responsibility. 


Monday's and Tuesday's discussions and the federal 
proposals for assistance to higher education have contributed 
little to the solution of this, the nation's number one growing 
financial problem. 


These facts establish the base for further tax sharing 
in the major income and corporation profits tax fields. 


It is clear from the forecasts of federal and provin- 
cial budgetary positions that the present provincial requests 
for a better tax-sharing portion are not a "raid" on an embat- 
tled federal treasury but are based on the actual interest and 
needs of the nation as a whole. 


Indeed it is clear that the national government's 
take from the great and fastest growing tax fields leaves it 
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with a growing annual surplus while the provinces and their 
municipalities face heavy and growing deficits. 


The provinces have the constitutional responsibility 
for education and other social services which have the highest 
rate of cost acceleration. Given their smaller tax bases, 
many provinces are faced with expenditures which exceed their 
respective capacities to produce adequate revenues. 


Manitoba understands very well that provincial needs 
must be fitted into the structure of Canada as a whole. The 
federal government must be able to exercise effectively its 
power to discharge its functions as the national government. 

This is true for fiscal affairs as for other areas. We believe 
that our proposals for the solution of provincial fiscal prob- 
lems are fully compatible with the over-riding national interest. 


It is with these considerations in mind that Manitoba 
is asking the federal government to help the provinces achieve 
sufficient fiscal strength to discharge their constitutional 
responsibilities for the benefit of all Canada. Lith is not 
done, the country may be facing a return to the tax-jungle of 
the 1940's with un-coordinated fiscal effort among the country's 
major taxing authorities. 


The province asks the federal government to recognize 
that the priorities before the nation as defined by the Econo- 
mic Council of Canada relate most directly to provincial con- 
stitutional responsibilities. Uppermost of these priorities is 
the need for the development of educational services and man- 
power development. This is also the area of highest cost ac-— 
celeration in the Tax Structure Committee projections. In the 
large deficits forecast for the provincial governments as op- 
posed to the federal government, it is education which accounts 
for much of the unavoidable pressure on provincial budgets. 


In addition to the need for more money for education 
in total, Manitoba believes that there should be a shitteines vine 
incidence of the tax load. At the present time too heavy a 
reliance is placed on municipal taxation to finance education. 
There are sound reasons of social and economic policies for 
relieving the land tax of part of the education cost burden. 
The means for doing this must be found from the wider tax re- 
sources of senior governments. This is part of the federal- 
provincial tax-sharing problen. 


Any acceptable longer-term solution to tax-sharing 
will have to follow from recognition of realistic priorities 
and after consideration of the proposals of the Carter Royal 
Commission on Taxation. 


Given these circumstances, Manitoba's basic position 
on the fiscal arrangements under consideration is: 


(a) that the province is ready to work for an interim 


pact to cover the fiscal period beginning 
April 1967. 
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(b) that the federal government increase its standard 
abatement to the provinces for personal income 
tax from 24 percent of basic federal tax to at 
least 50 percent, beginning with the 1967 tax 
year so as to give the provinces an additional 
unencumbered 26 points, 


(c) that for an interim period, corporation tax 
abatement can remain at 9 percent of taxable 
profits and the estate tax allocation at 
pe. percent, 


(d) that equalization on the present basis to the two 
top provinces is necessary and in the national 
interest. The present basis of equalization of 
income and profits taxes has stood the test of 
time as the most realistic measure of tax ca— 
pacity in the provinces, together with equali- 
zation of the natural resource tax yields. 


Equalization 


The proposed rates of tax-sharing are adequate only 
if combined with equalization of the three standard tax yields 
(personal income, corporate income and succession-estates at 
50-9-75 rates) to the weighted average of the top two provinces 
and equalization of natural resource revenues. 


The present government of Canada was elected on a 
platform of equalization to the highest Canadian province. —“lirs 
Pearson has described the national average system of equaliza- 
tion as one which "deliberately denies the very principle of 
equalization". "Bringing some provinces up to the average still 
leaves them far below the richest - below Ontario. This isn't 
equalization of equity". Mr. Pearson has further described 
equalization to the national average as a "shameful betrayal" 
of principle. 


As recently as the llth of October - just two weeks 
past - the Prime Minister in a nationally televised interview, 
in describing the continuing responsibilities of the federal 
government, said that it was the task of the federal government 
to ensure that "the poor provinces.... would be able to have 
the services for their people that the rich provinces have". 


Federal Abandonment of Shared-Cost Responsibilities 


Manitoba considers that federal sharing under shared- 
cost programs should not be terminated. 


Manitoba does not agree with the federal proposals 
relating to the shared-cost programs which were placed before 
the provinces at the September 1966 Tax Structure Committee 
meeting. Ottawa has already offered "opting out" to the pro- 
vinces but no province other than Quebec has considered "opting 
out" a sound policy. 
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Manitoba attaches first importance to achieving an 
equitable sharing of costs between the federal government and 
the provincial governments under existing sharing arrangements. 
Specifically, Manitoba wants the basis of sharing under the 
existing health programs to include sharing of the present 
totally provincially supported costs of providing mental health 
services, T.B. services, and administration under the Hospital 
Services program. Federal sharing of forestry program costs 
and the Roads to Resources program should be reinstated. 


Manitoba would like included in all shared-cost ar- 
rangements a factor that will permit the federal government to 
share with the provinces in the cost escalation associated with 
these services. 


Guarantee and Stabilization 


Any new agreement must guarantee that no province 
would receive less in any year under a new arrangement with the 
federal government than it would have received had the present 
arrangement been carried forward for the same year. This is 
not an innovation but conforms with past practice. 


In respect of year-to-year revenue stabilization, 
Manitoba considers that a full floor should be placed under all 
provincial revenues. 


Summary 

Instead of shifting various programs and taxes, 
confusing to all concerned, with little real benefit to any 
province, the federal government should respond to the needs of 
the provinces for new and clear tax revenues. If this is done, 
many of the problems being debated in great detail over the 
past two days would begin to come within the provinces' means 
to help themselves. 


In respect of education, we have been given no real 
help in dealing with the major cost burdens. As a result of 
federal proposals, well-proved programs are either cast aside 
or left to phase-out, while inadequate funds are added in a 
switch to other programs. The budgetary positions of the prov- 
inces and municipalities will remain in continuing and growing 
heavy deficits. The budget of the federal government will 
remain in growing surplus. Ottawa has done little to change 
this. 


The proposed tax transfers offered in September were 
already fully encumbered - consumed by existing costs for 
programs that could not be curtailed. The federal government's 
persistent refusal to face the need to give adequate tax room 
to the provinces free of encumbrance is the greatest single 
failure of federal responsibility. 


Manitoba requires substantially increased revenues to 
meet the growing needs of education and to relieve the school 
taxpayer. Every consideration of national policy emphasizes 
our request for a just and equitable share of the national tax 
resources. 
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Statement by 
THE HONOURABLE A. B. CAMPBELL 
Premier of the Province of Prince Edward Island 
to the 
FEDERAL—PROVINCIAL TAX STRUCTURE COMMITTEE 
(Wednesday, October 26, 1966) 


Since returning to Charlottetown,my colleagues and 
I have had an opportunity to carefully study the Federal Govern- 
ment's fiscal proposals presented to the Tax Structure Committee 
meeting, held in Ottawa on September 14, 1966. 


The proposals that Prince Edward Island put forward 
at that September meeting, and which it again in large measure 
repeats at the present meeting, are based upon certain prin- 
ciples that we find appropriate to restate. 


We are not at all happy in the position that the pro- 
posed fiscal arrangements have placed us. We are greatly 
disappointed and disturbed by the Federal Government's reluc- 
tance to recognize our Province's need for special consideration, 
as was provided in the 1957 and continued on in the 1962 fiscal 
arrangements. 


To our minds the proposed equalization arrangements 
seem to us,in view of all circumstances, to be illogical and 
unfair and take no cognizancesofL oun siuscal™ needs.” )Aetat peand 
just division rises above specific formula and rests on a 
division that is based on common, sound judgment, equity and 
fiscal need. 


Canada,being a federal state, has three levels of 
government: national, provincial and municipal. The financial 
problem in such a system is to ensure that each level of 
government has sufficient funds, at all times, to carry out its 
responsibilities and provide a reasonable national level of 
services without resorting to an abnormal burden of taxation. 
This is the basic and indispensable minimum requirement of any 
division of revenue between the levels of government. It is 
recognized that fiscal relations should be aimed at unity and 
equity. We need only to remember that the federal tax revenues 
are the result of the collective effort of all our people and 
should be distributed in such a way as to equalize standards of 
services between the Provinces. 


The recurring difficulties encountered by provincial 
governments in financing their existing responsibilities through- 
out the course of the federation's fiscal history has been the 
cause of almost all the revisions made to the financial settle- 
ment made at Confederation. The objective is not met if some 
provincial governments have wealth and resources, while others, 
less wealthy, fall short, even though the provincial level of 
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government is adequately provided for in the aggregate. 


Regional economic disparities still exist in Canada 
in riches, resources, and needs, resulting in wide inequalities 
in the incomes and taxable capacities of the provinces,) es- 
pecially with regard to the Province of Prince Edward Island. 


It is not my intention to attempt, at this time, to 
restate, at length, Prince Edward Island's position as set out 
in my statement of September 14, 1966, nor to retract any of 
the statements and suggestions made. We are still of the same 
view that they are sound ones and worthy of consideration at 
any conference on federal-provincial fiscal arrangements. 


The late Norman McLeod Rogers once said "a federation 
defeats its primary purpose if through its constitutional 
arrangements or through policies instituted by the national 
government it accomplishes the gradual debilitation of one or 
more of the provincial communities of which it is composed". 


Let us not forget that it is recognized that fiscal 
relations should be aimed towards unity and equity. We need 
only to realize that the federal tax revenues are the result 
of the collective effort of all our people and should be dis- 
tributed in such a way as to equalize national standards of 
services between the provinces. There can be no justification 
for having high standards of education, health, welfare and 
other essential services in one part of Canada and low stand- 
ards in another. 


We contend that the wealth which is created in all 
parts of Canada should get back to the people, regardless of 
their domicile, or as close to equality as it is possible to 
achieve. 


The proposed equalization formula may overcome the 
deficiencies in the other three Atlantic Provinces and their 
greatly increased payments will no doubt improve their fiscal 
rating, but it stagnates the position of Prince Edward Island. 
It is no great secret that our Province cannot raise the 
revenues necessary to meet the essential needs of our people 
without imposing a tax burden unreasonably high in comparison 
with other Provinces. 


We contend that a true and realistic fiscal formula 
should provide equality of treatment in the sharing of taxes 
and wealth and income which grow so unevenly throughout Canada. 
This is surely essential if the Nation is to attempt to develop 
the fundamental elements of a basic equal standard of services 
in all provinces. Then, if there are still provinces where 
further financial help is needed, special assistance grants 
should be provided for use in any province of Canada requiring 
such supplementary aid. 


Professor Lindholm of Michigan, in his text book 
"Public Finance and Fiscal Policy", page 69%, wrote: 


"Grants should be made in such a manner 
that the states with the smaller per 
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capita wealth do not find it necessary 
to over-extend their revenue obtaining 
ability." 


The National Accounts 1965 show that the personal 
income per capita of our people is the second lowest of any 
province in Canada: $1,370 to the national average of $1,988. 
In considering fiscal capacity, we believe that income is the 
best measure of the "ability to pay" taxes. This Province 
of ours has exploited every feasible means of raising new 
provincial sources of revenue. In the words of critics, suc- 
cessive governments have taxed everything tangible and in- 
tangible. It will be found in the Tax Structure Committee 
studies that the number and variety of provincial taxes in 
Prince Edward Island are unusually great, and that in almost 
every branch of taxation our rates are as high, and our scale 
of exemptions lower than those throughout the other Maritime 
Provinces. Indeed, for a largely farming community, in some 
respects they have become too high. 


Despite the great "tax effort" on the part of the 
Province of Prince Edward Island in comparison with the other 
Provinces, especially the "Maritimes", we are still faced 
with a "fiscal need" problem of over $8 million in 1967-68, 
and nearly $14 million in 1971-72. 


The revenue and expenditure projections, submitted 
by this Province to the Tax Structure Committee technical 
group, substantiate our contention that the Province of Prince 
Edward Island, in its attempt to provide for its citizens the 
same sort of services that Canadians generally enjoy, is con- 
fronted with greater difficulties in public finance than any 
other Province in Canada. We have strained our resources to 
the limit in order to maintain essential public services at a 
reasonable level, but we are still not able to establish and 
maintain national standards because of our inability to raise 
sufficient revenues from the sources at our disposal. The 
reason lies in our small population, our low per capita income, 
and our high per capita costs of essential services. 


Unfortunately, we are one of the provinces which has 
failed to grow in population. Since 1951 we have gained only 
ten percent in population whereas the Provinces of Nova Scotia 
and New Brunswick have increased their population by some 
twenty percent, Quebec and Newfoundland, forty percent, while 
Ontario, British Columbia and Alberta have jumped to over fifty 
percent. 


With the departure of our young people to more at- 
tractive fields, affording brighter prospects and opportunities, 
we are left with the very young and the very old. Most of 
the emigrants of the native-born leave Prince Edward Island 
between the ages of 15 and 30, after having been educated at 
the expense of the Province, and when they are young, vigorous, 
ambitious and enterprising. By their departure, Prince Edward 
Island loses not only the most efficient type of labour power, 
but also enterprising ability on which further development 
depends. The proportion of older people in Prince Edward Is- 
land is higher than in any other province in Canada - 10.4% as 
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compared, for example, with Quebec with only 5.8%. According 
to the latest figures issued by the Dominion Bureau of Statis- 
tics the average weekly wage in Prince Edward Island was $63.56 
as compared with the Canadian average of $93.51. In this re- 
spect we are the lowest of any province in Canada. It is ob- 
vious that whenever and, wherever personal income levels are 
low, provincial tax revenues will be comparatively low even if 
special efforts are made to boost revenues by the imposition 
of additional tax burdens. With reference to the imposition 
of taxes, taxing authorities must always consider ability to 
pay in fixing tax rates. It is quite apparent then that ad- 
ditional tax revenues are not available to our Government. 


The Province of Prince Edward Island is at present 
attempting to carry out a program of industrial development 
so that it will be in a position to raise itself from a "have 
not" province to a position of having sufficient means of its 
own to meet its constitutional responsibilities. This, 
Gentlemen, can eventually happen. But at the present time we 
are still in need of federal assistance in the form of a 
special adjustment grant based on fiscal need, and not on the 
basis of some over-all formula worked out for all the provinces 
of Canada. We have stated in our opening remarks to the recent 
meeting of the Tax Structure Committee that we are convinced 
that no formula of general application can give realistic 
recognition to the special financial problems of our Province, 
with its relatively low natural resources, its small popula- 
tion and its low per capita income. 


Special financial assistance to Prince Edward Island 
is not an innovation. Nova Scotia, New Brunswick and Prince 
Edward Island were receiving "revenue need" subsidies from the 
Federal Government in the late nineteen twenties and early 
thirties. These subsidies were based on the recommendations 
of the Duncan Commission of 1926, and the White Commission of 


1935- 


In 1942, the exigencies of war made great demands on 
the federal treasury, and federal-provincial fiscal relations 
took a new turn. The Wartime Tax Agreement (1942) enabled the 
Federal Government to take over the personal and corporation 
income tax fields vacated by the provinces for the duration of 
the war. The Provinces in turn were compensated for their 
withdrawal from these revenue fields under either of two plans. 
Neither option was adequate to produce the revenue needs of 
some provinces, thus necessitating special subsidies for the 
Maritime Provinces. In the 1947 Tax Rental Agreement, a third 
special option, of interest only to Prince Edward Island, 
provided for an amount: of $2,100,000, geared to Gross National 
Product. 


In 1957, the Federal Government, after some negotia- 
tions with the provincial governments concerned, established 
the Atlantic Provinces' Adjustment Grants. The Act empowered 
the Minister of Finance to pay an annual amount of $25 million 
for five years to the four Atlantic Provinces collectively. 
Nova Scotia, New Brunswick and Newfoundland were to receive 
$7,500,000 annually, while Prince Edward Island was to receive 
an annual grant of $2,500,000. In 1962, the grant was increased 
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to $35 million annually for another five years, with Prince 
Edward Island receiving 10 percent of the total. 


Speaking of the Atlantic Provinces Adjustment Grants 
now changed to "Additional" Grants, Patrick Sylvester of the 
Department of Economics, Howard University, Washington, in an 
article in the September-October 1963 issue of the Canadian 
Tax Journal, wrote: 


b) 


"In view of the different fiscal capabilities 

of the four Atlantic Provinces: to raise’ suffi-_ 
cient revenue to meet expenditures for some 
basic services, it is necessary that each pro- 
vince be treated individually under any special 
grant system." 


He further wrote: 


"Professor Eric Hanson of the University of 
Alberta has already concluded that: ‘Even 
the Atlantic Provinces display differences, 
Newfoundland and Prince Edward Island are 
pee gas with peculiarly indigenous charac- 
eristics. Nova Scotia and New Brunswick 
display similarities, but in the end they 
have unique characteristics... If one gene- 
tals concliusi on@emerges, itvisethat forthe 
purposes of comparing fiscal capacities, 
no general formula can be devised...' 


"What Professor Hanson has said is quite 
correct, and because of this the Govern- 
ment of Canada should give special grants 
to the provinces individually, and more so 
on the basis of fiscal need." 


AS we pointed out to the recent Tax Structure Committee 
meeting in Ottawa: 


"The costs of providing essential provincial and 
municipal services in a primary producing area 
Such as ours are excessively high in relation 
to the revenue produced by any given level of 
taxation. 


The more we study the problem of fiscal arrange- 
ments and the results of the various types of 
formulae advanced to meet these inequalities and 
economic disparities, the more we are convinced 
that no formula can properly compensate the 
Province of ‘Prince*Edward) Island) for’ the dis— 
parity in natural resources, concentration of 
industry and distance from markets; and no 
formula of general application can give a real- 
istic recognition of the fiscal problems of our 
Province and our ability to meet the every in- 
creasing demands for provincial services equiva- 
lent to standards required by modern society. 
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The evidence of such a statement is contained in the 
table showing "Estimated Equalization Payments to Provinces 
under Federal Proposals of September 14, 1966", presented by 
the Minister of Finance on behalf of the Government of Canada 
to the recent Tax Structure Committee meeting. 


We contend that because of tariffs, location of 
corporations and their head offices, geography, population 
densities, closeness to market centres, etc., the national in- 
come and taxable capacity grows or exists unequally throughout 
the Nation. 


As already indicated, our view is that a true and 
realistic fiscal formula should provide equality of treatment 
in the sharing of taxes on the wealth and income which grow 
so unevenly throughout Canada. This is surely essential if 
the Nation is to attempt to develop the fundamental elements 
of a basic equal standard of services in all provinces. Then, 
if there are still provinces where further financial help is 
needed, special assistance grants should be developed for use 
in any province of Canada requiring supplementary aid. 


The new formula for equalization for the provinces 
based on a."prosperity index" provides an additional $200,000 
to the Province of Prince Edward Island, whereas the three 
remaining Atlantic Provinces have their assistance payments 
supplemented by some $57.1 million. Conditions have not im- 
proved that much in Prince Edward Island to warrant such a 
discrepancy in the fiscal arrangements between Prince Edward 
Island and her sister Atlantic Provinces. 


In the past, the Province of Prince Edward Island 
accepted the broad principles of negotiated agreements with 
the hope that during the lifetime of the Agreements a more 
satisfactory formula would be developed that would recognize 
a province's fiscal need problem. We also accepted the 
"principle of equity" - viz. that Canadians everywhere want 
and expect certain basic government services wherever they 
live, and that they expect their governments to find the 
methods by which these can be achieved. This requires con- 
siderable money; a great deal more than the Province o 
Prince. Edward Island is able to finance. The financial in- 
pact of these services on our small population of 109,000 
imposes a tremendous load on our citizens and there are only 
two alternatives: 


(a) an unrealistic and discouraging in- 
creased per capita cost that will 
continue to drive our taxpayers Co 
other centres because of greater 
opportunities; or 


(b) a serious reduction in these services 
to a standard very inferior to those 
in other provinces. 


That is why we are suggesting that national consideration be 
given to those provinces requiring fiscal need assistance. 
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Until such a fiscal need formula is developed, my 
colleagues and I appeal to the Government of Canada for 
further financial assistance to the Province of Prince Edward 
Island by supplementing the proposed equalization payment 
with a special "fiscal need" grant of 43.6 million annually 
to our Province. 


I must emphasize that this request represents our 
assessment of present needs, and does not take into account 
the need for funds for "catching up" in the present deficen- 
cies I have mentioned in the earlier part of this appeal. 

The aggregate amount of this special grant, and our present 
fiscal arrangements’ payment of $10.6 million, represents 
approximately 3.9 percent of the total equalization payments 
to the provinces under the Federal proposals of September 14, 
1766; 


It is essential that provision be made in any such 
special arrangement for the amount of the grant to increase 
proportionately with changes in the amount of Prince Edward 
Island's equalization under the general formula proposed for 
all provinces. 


We feel that the aforesaid suggested amendment will 
certainly result in an improvement of the proposed financial 
arrangements for our Province and temporarily meet the "fis- 
cal need" element until the measure of fiscal need is reduced 
to a formula. 
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Statement by 
THE HONOURABLE E. C. MANNING 
Premier of the Province of Alberta 
to the 


FEDERAL—PROVINCIAL TAX STRUCTURE COMMITTEE 
(Wednesday, October 26, 1966) 


The submission by the Government of Alberta to the 
Federal-Provincial Tax Structure Committee Meeting, held in 
Ottawa on September 14, 1966, is attached hereto. This sub- 
mission recommended an extension of the present tax agreement. 
The Government of Alberta feels that this recommendation and 
the reasons stated therefore are even more compelling today 
than when originally submitted,and again recommends for the 
consideration of the Committee a one year's extension of the 
existing arrangements. 


The Government of Alberta further recommended a new 
approach to Federal—Provincial fiscal arrangements. The 
general principles of this new approach, set forth in the 
original submission, involve major change in tax sharing ar- 
rangements to provide, through a Federal-—Provincial Basic 
Revenue Fund, adequate financial support for the three basic 
public services, education, public health, and public welfare. 


The broad objectives of the proposal are discussed 
in Part I of this submission with the more technical aspects 
being dealt with in Part II. 


Peni 


Pemeeneral oojectives Of the Flan 


The proposal is designed to fulfil the following 
requirements which the Government of Alberta believes funda- 
mental to any satisfactory long-term fiscal arrangements. 
These requirements are: 


(1) that the arrangements ensure all governments 
of financial resources, adequate to discharge 
their constitutional responsibilities; 


(2) that the arrangements provide these resources 
in a manner which does not hinder the freedom 
of each government to conduct its own affairs 
within its own jurisdiction; 


(3) that the arrangements enable each government 
to provide a standard level of service in the 
three essential social service fields without 
imposing a fiscal burden on its residents 
substantially in excess of that borne by 
other Canadian citizens; 
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(4) that the arrangementis provide a framework 
for consultation and co-operation between 
governments in program areas where such 
consultation is desired. 


Be the Present Arranpements 


The Government of Alberta feels that the present ar- 
rangements fail to fulfil these requirements because of certain 
fundamental weaknesses in their approach to the problems of 
federal-provincial fiscal relations. These are: 


(1) present arrangements seek to apportion 
standard tax fields which have proven in- 
adequate GO SUDPORt PresenuscOSis Or pro 
grams. 


Cjipeaavieryssienificant .—proportvonwoe merevenics 
transferred from the federal to the pro- 
vincial level of government has been in 
the form of conditional grants, which 
interfere with the right and the re- 
sponsibility of individual provinces, to 
allocate expenditures in accordance with 
their own needs and desires. 


(4). the present arrangements attempt to deal 
with the problem.of low fiscal capacity 
regions by an equalization formula related 
tO revenue sSoOneces, rather than by direct 
reference to levels of service. 


On he Alber tas ropocar 


The Government Of Albertasis convinced tha, inscorder 
to fulfil the requirements for a satisfactory long-term fiscal 
arrangement, a more comprehensive and realistic approach to 
federal—provincial fiscal rebetuons"serequived. lt ls our 
belief that the establishment of a Federal—Provincial Basic 
Revenue Fund to finance the three major social services could 
provide the framework for a successful solution to the fiscal 
problems of the Canadian federation. 


The basis for such a fund was outlined in the sub- 
mission of the Government of Alberta to the Tax Structure Com- 
mittee on September 14th. Briefly, it was proposed that the 
fund be financed through: 


(1) a Federal-Provincial personal income tax 
653 a Federal-Provincial corporate income tax 
(4 a Federal—-Provincial retail turnover tax 

The resources of the Fund would be used to provide for 
a basic level of service in the fields of health, education and 
welfare. 


This basic level of service supported by the fund 


Me 


would be related to the national average or a percentage 
thereof and be determined through mutual consultation between 
governments, and would determine the rates of taxation neces-— 
sary for the support of the fund. A Federal—Provincial Tax 
Commission would be established to provide for this consulta- 
Gaon 


The adoption’of such a new, comprehensive approach 
to federal-provincial fiscal relations would provide the 
following advantages: 


Cl) °thevestablishment! of aiTax, Commission would 
provide a forum through which concerted 
action could be taken to ensure that aggregate 
revenues were sufficient to support basic 
levels of expenditure in the vital fields of 
health, education, and weitere. 


(2) the Commission would minimize the danger of 
rising financial pressures on all governments 
leading to the creation of a new "tax jungle". 


(3) the Fund would provide automatic "equaliza- 
tion" geared to requirements in'fields of 
major national concern, 


(4) the Fund would eliminate federal intervention 
in tieids tof provincial’ Pesponsiviiitiy, by. 
providing a vehicle for co-operation in areas 
where some degree of uniformity is desirable. 
Cost-sharing programs in the three social 
service fields would be eliminated. 


PARES io 


Technical Aspects of the Proposal 


The proposed establishment of a Federal-—Provincial 
Basic Revenue Fund represents a significant new approach to 
federal-provincial fiscal relations in Canada. The Government 
of Alberta recognizes that the proposal raises several problems 
which require a great deal of consideration if the proposal is 
to be made realistically possible. This fact further leads the 
Government of Alberta to suggest that the conclusion of a new 
tax agreement be postponed to allow careful consideration of 
this approach. 


In the following, we present what we see to be some 
of the major problems which the adoption of the Alberta approach 
would present, together with our thoughts on possible avenues 
of solution to these problems. 


A. +The Tax’ Commission 


Concern has been expressed over the problem of how 
individual governments could achieve agreement on rates of 
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taxation. It seems clear that it would be impossible under the 
Canadian Constitution to create a super-governmental body 
empowered to levy taxes directly. The Tax Commission would 
therefore have to act in accordance with its recommendations. 
Since the Commission could not enforce its decisions, some 
machinery would have to be established to encourage compliance 
with its recommendations. One device which might be used would 
be to adjust disbursements from the Fund in accordance with 
contributions. Thus,if an individual government chose to levy 
rates of taxation lower than those recommended by the Tax 
Commission, its entitlement from the Fund could be reduced by 
an amount equal to the short fall in its contribution. The 
dual nature of the taxes proposed and the joint responsibility 
for the rates of taxation would be established by complementary 
legislation of the Parliament of Canada and the Legislatures 

of the Provinces. 


B. Controlling Expenditure 


Some concern has also been expressed regarding the 
problem of controlling program costs, in view of the fact that 
expenditures would be provided from a common fund. Two factors 
would operate to discourage indiscriminate increases in expen- 
diture levels. The first is) that, provincial receipts from the 
fund would depend upon national cost levels, rather than provin- 
cial, so that the cost increases in an individual province 
would be recouped from the fund only to the extent that national 
averages were affected. Secondly, the provinces would have to 
face, collectively, the prospect of raising tax levels to 
support excessive increases in expenditures. 


C. The Position of the Government of Canada in the Fund 


It should be noted that if the federal government 
contributed the entire amount of its present income and sales 
taxes, its contribution would substantially exceed its present 
program costs in the social service fields, shared-cost con- 
tributions and equalization payments. This situation leaves 
open the prospect that rapidly increasing demands on the fund 
could result in progressively more severe impositions on the 
federal treasury. 


This possibility would violate the premise that any 
increases in disbursements from the Fund, exceeding normal 
growth in tax contributions to the Fund, should normally be 
met through tax increases. This principle is basic to the pro- 
posal, as one of the advantages seen in its adoption is that it 
would provide a framework for ensuring that the aggregate level 
of revenues is sufficient to support growing expenditure re- 
quirements. 


This problem would have to be the subject of consulta- 
tion between federal and provincial officials with their 
deliberations resulting in adequate safeguards to the federal 
treasury. 
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D. Cost Differentials Among Provinces 


The submission of the Government of Alberta to the 
Tax Structure Committee suggested that disbursements from the 
Fund should be related to national average per capita costs. 
It must be noted that a flat per capita payment would not 
recognize inter-provincial variations in needs and/or in costs 
of providing service. 


This problem is one which has often arisen in the 
course of past federal-provincial discussions. At present, no 
clear solution to the problem seems available. However, the 
creation of the Federal-Provincial Basic Revenue Fund might 
make it possible to obtain some clearer knowledge concerning 
this question. The Alberta proposal would not rule out adjust- 
ments of this nature if some objective criteria could be de- 
veloped for implementing then. 


Mow DeLanition,of Programs 


The expenditure figures used in the tables, presented 
to the Continuing Committee, were taken from the Tax Structure 
Committee's"“Public Finance Statistics and Projections". How- 
ever, it is recognized that a considerable amount of work would 
be required in defining the terms education, health,and welfare, 
in order to clarify the programs to be supported by the Fund. 
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ANNEX 
Statement by 
THE HONOURABLE E. C. MANNING 
Premier of the Province of Alberta 
to the 
FEDERAL-PROVINCIAL TAX STRUCTURE COMMITTEE 
Ottawa, Canada 


(Wednesday, September 14, 1966) 


The Government of Alberta has given serious considera- 


tion to the many important factors involved in the consummation 
of a new tax-sharing agreement between the provinces and the 
Government of Canada. As a result of these analyses, Alberta 
desires to submit the following observations and recommendations. 


lke 


The present tax agreement with limited interim adjustments 
should be extended until December” 41,4967," for the following 
reasons: 


(a) 


(b) 


Ce) 


Having regard to the many complicated factors involved 
and the wide range of conflicting interests and view- 
points which must be reconciled, it is not possible to 
conclude a sound and satisfactory new long-term tax 
agreement by December 31, 1966. 


It is most important that all the Governments concerned 
have the benefit of the Carter Commission's findings and 
recommendations before a new long-term tax agreement is 
consummated. Adequate time will be required to analyze 
the Commission's findings and develop federal and 
provincial recommendations based on such analyses. 


The present serious inflationary pressures and other 
factors relating to population growth, technological 
progress and changing social patterns are producing an 
unstable and rapidly changing set of circumstances in 
which it is impossible to predict with accuracy the 
financial needs of Canadian Governments and the extent 
and nature of the fiscal adjustments which will be 
necessary to meet those needs during the next five years. 
Under such circumstances, responsible governments cannot, 
with propriety, enter into a long-term tax agreement 
which could within two or three years prove totally 
inadequate and seriously circumscribe their financial 
ability to discharge their constitutional obligations and 
responsibilities. During the recommended year's exten- 
sion of the existing tax agreement, a concerted effort 
must be made by all levels of government to stabilize 
national cost trends and minimize the unpredictable 
elements presently apparent in all attemps to forecast 
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financial circumstances and needs. 


While the major responsibility for effective curbs 
on inflationary pressures rests with the Federal Govern- 
ment, which possesses the broad powers of fiscal and 
monetary policy necessary to control inflation, provin- 
cial and municipal governments have a responsibility to 
co-operate fully in making effective any practical anti- 
inflationary measures which are found to be necessary in 
the national interest. 


Equalization Formula 


The Government of Alberta subscribes to and supports 
the proposition that equalization is an essential feature of 
a satisfactory Federal-Provincial Tax Agreement. We must 
insist, however, that the equalization formula remain an 
integral part of such an agreement and not be subject to 
alteration, independent of the re-negotiation of a new agree- 
ment. 


The tentative proposals for a new equalization 
formula, which have been made to the Continuing Committee, are 
unacceptable to the Province of Alberta and under no circum- 
stances could we agree to such a formula being adopted 
independently of the re-negotiation of a new over-all tax 
agreement. 


While Alberta obtains no benefit from the present 
equalization formula, the new proposals would seriously 
further aggravate the present discrimination by very substan- 
tially increasing equalization payments to certain provinces 
with a consequent increase in the tax burden on the citizens 
and business enterprises of those provinces which receive no 
equalization payments. 


This would produce a major shift in the incidence 
of taxation which must not be precipitated, independent of an 
Over-all re-appraisal of the fiscal position of all govern- 
ments, as a prerequisite to an equitable new long-term tax 
agreement. 


Interim Adjustments 


During the term of the present tax agreement, 
adjustments have been made by the Federal Government to 
increase the portion of personal income tax and corporation 
income tax,available to Provincial Governments,to meet the 
rapidly rising cost factor attached to the discharge of their 
constitutional responsibilities. This practice should be 
continued for the additional year it is proposed and should be 
added to the term of the present agreement. The extent of 
such interim adjustments for the taxation year 1967 should be 
the subject of discussion at this conference in the light of 
the rapidly increasing financial responsibilities faced by 
the Federal and the Provincial Governments. 
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4. Additional Recommendations 


(a) Statutory subsidies should be continued on the present 
basis. 


(b) For the extended life of the present agreement, adjust- 
ment grants to the Atlantic Provinces should be continued 
at the rates already established. 


(c) The present estates' tax should be abolished as a 
Federal—Provincial shared tax with each government 
retaining the right to levy succession duties or an 
estate tax for its own purposes. 


5.<-Priorities 


Having regard to the rapidly rising expenditures faced 
by all levels of government and the onerous and steadily in- 
creasing burden such expenditures place on the Canadian tax- 
payers and the national economy, it is imperative that 
proposed new or further expansions of existing services be 
scrutinized most carefully and approved only if the measures 
proposed will increase productivity or are necessary to meet 
legitimate human needs. 


To this end, it is necessary that a definite order of 
priorities be established for all projects and programs re- 
quiring substantial additional public expenditures. This is 
an essential step, long overdue, but which must now be taken 
without further delay to enable all levels of government to 
plan intelligently for the future and safeguard the Canadian 
people and the Canadian economy against the otherwise very 
real danger of a serious national financial crisis. 


The establishment of a definite order of priorities is 
a necessary initial step in the negotiation of any satisfac- 
tory long-term Federal—Provincial Tax Agreement. 


6. Initiation of new programs and projects involving provincial 


administrative and financial responsibility 


Closely related to the establishment of a definite 
order of priorities is the matter of federal initiation of 
government programs and projects which involve provincial 
administrative and financial responsibility. Too frequently, 
new, costly social welfare programs and other shared-cost 
projects have been developed by Federal Government depart-— 
ments with little or no prior consultation with the Provinces, 
notwithstanding the fact that such programs are primarily in 
the field of provincial constitutional jurisdiction. 


Only after such programs are advanced to the stage 
where their implementation requires provincial participation 
are the provinces brought into the picture and placed in 
the untenable position of having to adopt, on federal terms, 
programs requiring large provincial expenditures and often 
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unsatisfactory from the provinces' point of view. 


The right to reject such shared-cost programs is 
theoretical rather than real in that rejection in most 
cases means only that the people of the dissenting 
province receive no benefits from the program but’, as 
federal taxpayers, are forced to help bear the federal 
share of the cost in those provinces which do partic-= 
ipate. 


In addition to the fundamental unfairness of this 
procedure, the most objectionable aspect is the usurping 
by the Federal Government of the Provinces' constitu- 
tional right and authority to make their own policy 
decisions with respect to public services and programs 
which fall within their sphere of jurisdiction and for 
which they must assume financial responsibility in 
whole or in part. 


No Provincial Government can plan effectively to 
meet its projected financial responsibilities if the 
Federal Government is permitted to usurp the Province's 
right to make its own policy decisions as to the expan- 
sion of existing services or the implementation of new 
services and the order of priority governing such ex- 
pansion or implementation. 


This has become a matter of major importance in 
the light of the rapidly increasing demands on the 
Provinces' limited financial resources. The Government 
of Alberta, therefore, maintains that it is of the 
utmost importance that there be no further Federal 
initiation or expansion of programs or projects in- 
volving provincial administrative and financial re- 
sponsibility without prior consultation with the 
Provinces and mutual concurrence as to the necessity 
for, and the timing and nature of, the programs or pro- 
jects proposed. 


Suggestion Gump th respect to a more equitable new 
long-term agreement 


The Government of Alberta is convinced that the 
ultimate adoption of a satisfactory long-term Federal- 
Provincial Tax Agreement requires a new approach to the 
objectives such an agreement is intended to accomplish. 
Briefly stated these objectives are twofold: 


(a) To ensure each government revenues adequate to enable 
it to discharge its constitutional responsibilities 
with freedom to order its own affairs within its own 
jurisdiction. 


(b) To achieve this goal without any government being 
forced to impose a financial burden on its people 
substantially in excess of that borne by other 
Canadian citizens. It is for this reason that an 
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equalization factor is an essential feature of a tax agree- 
ment designed to accomplish these objectives. 


The present and previous tax agreements have sought 
to achieve these aims by dividing between the Federal and 
Provincial Governments’ sources of revenue which in the 
aggregate have proven insufficient to attain the results 
desired. This is a fundamental weakness of the present 
agreement. 


The equalization formula presently employed seeks to 
achieve a measure of equalization by making payments to 
those Provinces whose per capita revenue from designated 
sources is less than the average of the two highest Provin- 
ces. This formula involves revenue sources and factors 
which differ widely between Provinces and results in unwar- 
ranted discrimination against Provinces which as a matter 
of policy have retained the ownership of their natural re- 
sources or which have most successfully encouraged industri- 
al and commercial development. 


A more satisfactory and equitable arrangement would 
result if two fundamental changes were introduced. 


(a) The sources of tax revenue for distribution under a 
Federal-—Provincial Tax Agreement should be segregated 
from all other Federal or Provincial revenue sources 
and the amount of the tax levies in these designated 
fields should be a joint Federal-Provincial responsi- 
jepiid ad rye = 


(b) Equalization should be accomplished by relating the 
equalization factor to expenditures for certain basic 
public services rather than to per capita revenue 
receipts in relation to the average of the two highest 
revenue Provinces. 


To this end, the following proposals are submitted 
for consideration: 


(a) A Federal-—Provincial Basic Revenue Fund should be es- 
stablished and financed by all revenue accruing from: 


1. A Federal-Provincial personal income tax 
2. A Federal-Provincial corporation income tax 
3. <A Federal—Provincial retail turnover tax 


(b) This fund should be administered by a Federal-Provin- 
cial Tax Commission. 


Ce) ({fhetratesiofitaxvationt ini thesthree designated fields 
should be determined by consultation and mutual agree- 
ment between the Federal and Provincial Governments. 
This same procedure would apply also to rate adjust- 
ments from time to time in any or all of the three 
joint tax fields. The Federal Government or any Pro- 
vince should retain the right to impose an additional 
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(a) 


Ce) 


Ge. 


(g) 


tax in any or all of the designated fields as its own 
responsibility. The joint Federal-—Provincial taxes 
should be collected by the Federal Government to avoid 
muLtiplicnuiy -ofecol Lection fartencies. 


Distribution from the Federal-—Provincial Basic Revenue 
Fund to the provinces should be on the basis of a per 
capita amount for each of the following three basic 
public services and should be related to the national 
average per capita cost of each service. 


Cle eEducabion. 
(2)—> Public Health. 
(4) Public Welfare. 


The balance would be transferred to the Federal 
Consolidated Revenue Fund. The aggregate amount the 
Federal Government required from the basic revenue 
fund added to the aggregate amount necessary to meet 
the per capita payments to the provinces would deter- 
mine the total revenue to be apportioned among the 
three sources and the apportionment would determine 
the tax rate field’. 


Equalization would be effected’ under this procedure 
in two ways: 


(1) Private citizens and business corporations in the 
higher income provinces would pay a proportion-— 
ately higher amount of the total revenue accruing 
to the Basic Revenue Fund from the three desig- 
nated Federal-Provincial tax fields. 


(2) The fund would guarantee the governments of the 
lower income provinces a source of revenue ade- 
quate to provide the same basic standard of edu- 
cation, health and welfare services as the higher 
income provinces. 


By employing this method to finance the three major 
public services each province would be left free to 
develop the type of education, health,and welfare pro- 
grams most suitable to meet the needs and desires of 
its people. Consultation and co-operation between 

the provinces could achieve uniformity in those areas 
where uniformity is desired and ensure all Canadians 
access to a high standard of service in these important 
fields wherever they might choose to reside in Canada. 


The adoption of these proposals would make possible 

the discontinuance of shared-cost agreements and permit 
each Provincial Government to use the basic revenue 
grant to support any program or programs adopted and 
maintained by the province in accordance with its con- 
stitutional powers and responsibilities. 


These proposals are not presented as concrete 
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recommendations at this time. They are submitted for the 
purpose of inviting discussion and consideration of what 

we believe to be a more practical and constructive approach 
to the factors involved in the negotiation of a satisfactory 
long-term Federal-Provincial Tax Agreement. 
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Statement by 
THE HONOURABLE LOUIS J. ROBICHAUD 
Premier of the Province of New Brunswick 
to the 
FEDERAL-—PROVINCIAL TAX STRUCTURE COMMITTEE 
(Friday, October 28, 1966) 


Mr. Prime Minister, fellow Premiers: 


We are here to discuss the future of Canada. We 
are here confronted with the astonishment that is Canada; its 
variations of community and economy. 


Quebec and Ontario have cities whose population 
exceeds that of most Provinces. In some Provinces, the fed- 
eral-provincial sharing of the estate tax is an important issue 
financially; for others, if 100% of the estate tax were re- 
turned, it would be a negligible item in the provincial budget. 
Such are the disparities, the variations that exist among the 
provinces and regions of Canada. 


Yet, we are a nation. Over the 100 years of our 
history, our political ties have made possible the maturing of 
a national community. The continued survival of that national 
community is very much entwined with the fiscal issues that 
are before us at this meeting. Canada to us is not a customs 
union, or a centralized system for delivering mail. The pres- 
ervation of the nation is now essential to the preservation 
of New Brunswick -— the continuation of the way of life we 
value and wish to pass on. 


Because this is so, I welcome the opportunity to 
place the views of New Brunswick on the record at this time. 
The Fathers of Confederation sought to divide the tax fields 
of their day between federal and provincial governments. 

While the British North America Act still provides the legal and 
constitutional basis of the division, the effective division 
has varied widely. Gasoline taxes, undreamed of in 1867, have 
become a major source of government revenue. Personal income 
taxes, which for the first fifty years of our history were 
levied by the provinces or municipalities, if at all, have 
become the largest single source of federal revenue. While 
many bemoan the fact that the fiscal power of the provinces and 
municipalities is becoming greater than that of the federal 
government, they often conveniently forget that through most of 
our history this has been the case. 


If I may say so, many national fiscal powers lay 
dormant in the early years of our nationhood. But the times 
have awakened them and brought them into play. The economic 
realities in all western societies have changed massively in 
the years since 1914; most dramatically since 1949. The fiscal 
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powers granted under the constitution must now be used and co- 
ordinated in situations that are qualitatively different from 
those obtained 100 years ago. But the purpose of the 
powers is unchanged; - to maintain the nation, to advance its 
several regions; to Sustain a “strong Canadivan "society. 


It is clear, then, that the sharing of taxes between 
federal and provincial governments is not some sort of numbers 
game, and no magic results come from winning it. It isa 
question of what the citizens of Canada want government to do, 
and how they shall have the money to do it. It is quite un- 
satisfactory for the federal government to say "Raise your own 
money", while keeping those tax fields whose yield grows 
rapidly and relatively painlessly. it as equally unsatistactory 
for the Provinces to say "Give us all the taxes that effect the 
economy", and then to demand of the national government, "Use 
fiscal policy to keep the economy booming." 


The “rederal gpovernment surely requires ellectiver control 
of certain tax fields to ensure economic stability and to promote 
vigorous national growth. The provinces need increased funds 
Poe uhey are to Pullin thei constitu) Ona lerecpoms iii dean. 

On va purely riecal™ lasts, vile speOOleiero 91) sONUll1 caemmre Ul Ul ic 
meeting, we can hope for nothing more than an interim fiscal 
compromise. 


Therefore - as I said earlier this week - we must begin 
to grapple with the political, the constitutional issues. Let 
us begin the search for the political solutions that will 
achieve a more appropriate relationship between taxing powers 
and responsibility for services and programs. Again 1 suggest 
that "we must not duck the long-term political issues by resor- 
ting to fiscal expedients that could, in the end, result ina 
disastrous weakening of the federal authority". 


EQUALIZATION 


For New Brunswick, equalization is the most important 
topic to be discussed at this Conference. As such it is un- 
fortunate that the word: "Equalization" has so little relevance 
tO swnertacus. 


No system has ever been proposed at a Federal-—Provincial 
Conference that would provide for equality in public services 
across Canada. From the "Statutory Subsidies of Confederation" 
to the very great improvement proposed by the Minister of Finance 
last month - all systems have been working toward the goal of 
assuring that no Canadian will suffer from below-average stand- 
erie. 
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If we are to continue to call these programs by the 
term "equalization" then we must understand that they provide 
that some will be more equal than others! 


Equalization, or average standard, or whatever it 
should be called, benefits all Canada. After all, it might be 
argued that a combination of national payments, the community 
sacritices of the citizens of New Brunswick and individual enter- 
prise provided British Columbia with the trained and vigorous 
leadership representing them here today. 


The truth is, of course, that local advance and prog- 
ress result in benefits for the nation. In the same way, the 
consequences of sickness, poverty, and poor education cannot 
be limited to regions that experience them. As long as such 
things exist anywhere in Canada, they are a problem for all 
Canadians. 


The formula that Mr. Sharp has put forward is, in our 
judgment, a giant step in the right direction. It provides 
payments, when and where needed, not as largesse, but on the 
basis of a clear and objective formula. 


The present proposal demonstrates that earlier payments, 
which were looked on as political arrangements, could and should 
have been made on the basis of need. It also demonstrates that 
the Atlantic Provinces are not the only places where need exists, 
and where such payments should have been made. 


It is important to realize just what the proposed 
system does, and what it does not do. It ensures that any pro- 
vince whose tax rates are as high as the national average, can 
supply a national average of public services. It neither re- 
wards the lazy nor discriminates against the productive. In 
its present form it does not acknowledge the taxes or costs of 
municipal government. Thus average standards, in avery sub- 
stantial section of the public sector, are not assured. 


They should be. This is the next step we should ask 
our Tax Structure Committee to investigate. It is the next 
step we should be prepared to take. 


However, the people of New Brunswick do not believe 
that even average standards are good enough. We feel that our 
children should have the opportunity to receive an education 
equal to that offered in any part of Canada. To achieve this, 
we are prepared to mobilize our resources, to tax ourselves at 
higher than average rates. This is neither a pleasant nor an 
easy task. Thus we appreciate all the national programs that 
assist us in our objective of achieving equal standards and 
services, and not simply average standards and services. The 
Atlantic Development Board and ARDA have played an important 
role in closing the gap between our standards and those in 
other parts of Canada. We hope that such programs will con- 
tinue, and become even more powerful in their impact. 


Such national assistance is not disinterested. The 


Quicker we grow, the faster the need for equalization will 
vanish. The more productive we become, the more we will call 
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upon the raw materials and manufactures of all parts of Canada. 
We are convinced that we have the resources —- human and natural 
- to play a full role in Canadian growth. A new spirit of 
Optimism is abroad in the Province. To achieve our objectives 
will take time. But we should all remember that some of the 
most dynamic provinces in Canada today were written off only 
thirty years ago. 


SHARED-COST PROGRAMS 


A third topic on our agenda today is shared-cost 
programs. It has not the history of our other topics, for 
most of these programs were never considered by the Fathers of 
Confederation. 


The growth of shared-cost arrangements, therefore, is 
avery recent fact. It is a way of arranging for and providing 
for responsibilities that did not exist one hundred years ago. 
It has been a very successful device in many ways. 


However, it is a device that tends to suffer from 
inflexibility of application. In program areas where it is 
used, the assumption is made, apparently, that a particular 
program must develop in all parts of the nation, at the same 
time, and in the same way. There are those who can see no 
alternative to such inflexibility. On that view, what is 
right for Saskatchewan, must be equally right tor the heart of 
Montreal or the outports of Newfoundland. To provide tor any 
variants in shared-cost arrangements is thus regarded as a 
"sell-out" or as "special treatment". 


Now if that view were right, if all citizens in all 
parts of Canada wanted or needed the same things at the same 
time, and in the same way, we wouldn't need an assembly such as 
this. 


The truth is, however, that in a nation as vast and 
as complex as this, there are differences in pace, in needs, 
and in the priorities that should determine the timetable for 
meeting needs. In Canada,our fiscal arrangements must always 
serve to maintain our unity while providing necessary flexi- 
bility. It is impossible to be tlexible in a straight-jacket. 


If one province, or several provinces desire to 
"contract out", or provide for services in different ways, it 
need not hurt the others. The important thing, the thing that 
can quite properly be insisted upon by the national government, 
is that whatever the structure of arrangements, all Canadians 
will have the opportunity to receive a similar level of sServ- 
ices, in the way that they want them, and in accordance - as 
much as possible - with the proper priorities of the area. 
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CONCLUSION 


Mr. Prime Minister: 


Canada seems to me to mean many things. It means 
the shore lands, the valleys and forests of the Atlantic 
Coasts. It means the sprawling, clamorous cities of central 
Canada; and prairies so vast and mountain ranges so massive 
that they defy description. 


But most of all, Canada means the possibility of a 
certain kind of society that I desire for my children, and their 
children after then. 


A society where every child has an equal opportunity 
to achieve the goals he sets for his life. A society in which 
individual success is possible, but not at the expense of 
another man's poverty or at the cost of dreary conformity. I 
believe in a Canada with many accents in its life - both social 
and linguistic. 


Such unity with diversity is difficult to achieve, 
but what we do here can help to achieve it. Let us do our best. 
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REPORT OF THE TAX STRUCTURE COMMITTEE 
TO THE FEDERAL-PROVINCIAL CONFERENCE 
(Friday, October 28, 1966) 


This is a report on the work of the Tax Structure 
Committee, which was established by the Federal-Provincial Con- 
ference for the purpose of reviewing "in depth.... the nature 
and extent of federal and provincial taxes in relation to the 
financial responsibilities which nowadays have to be carried by 
federal and provincial governments". The Committee was formed 
in October 1964, and undertook a broad review of federal-provin- 
cial fiscal and economic matters, in accordance with terms of 
reference adopted by the Federal-Provincial Conference. The 
terms of reference appear in Appendix A. The Committee has met 
five times. At its first meeting, in October 1964, the Committee 
agreed upon the nature of the studies which should be undertaken 
to facilitate its work. The Committee had a brief second meet- 
ing in July 1965, at which it received a progress report on the 
background studies. (All progress reports and communiqués, 
except for correspondence between Ministers, are included in 
Appendix B.) At its third meeting, in December 1965, the Com- 
mittee received the projections of government revenues and 
expenditures, and the Secretary's report on these projections. 
The fourth and fifth meetings of the Committee were held Septem- 
ber 14 and 15, and October 26 and 27, 1966, for the purpose of 
discussing the policy issues involved in federal-provincial 
fiscal relations. A revision of the projections of government 
revenues and expenditures, based on later data, was submitted 
by the Secretary to the October 26th meeting. 


In the same period, since October 1964, the Federal- 
Provincial Continuing Committee on Fiscal and Economic Matters 
-- the committee of federal and provincial officials designated 
by the Tax Structure Committee to assist it in its work -- met 
ten times. The first meetings were concerned with the back- 
ground studies and projections. The more recent meetings gave 
attention to various alternative approaches and technical 
problems related to the policy issues which were discussed by 
the Tax Structure Committee. 


There follows a list of the studies which the Tax 
Structure Committee agreed should be done to assist it in its 
work, and a note on the progress which has been made on each ene 
them. 


Background Studies 


Bird Aelseitcuet easy Toe? Federal—-Provincial Fiscal Relations 


This study was carried out by the Canadian Tax Foun- 
dation and was completed with the publication of "The Financing 
of Canadian Federation" by the Foundation earlier this year. 
Copies of this publication, which was produced by the Canadian 
Tax Foundation at its own expense and on its own responsibility, 


Sie iste distributed to the federal and the provincial govern- 
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2. Public Finance Statistics 


An historical series of public finance statistics, 
covering federal, provincial and municipal expenditures, revenues 
and debt, was compiled by the Dominion Bureau of Statistics 
with the help of the provincial governments. These statistics 
have been published this year by the Bureau in a volume entitled 
"Historical Review -- Financial Statistics of Governments in 
Canada". Copies have been distributed to all governments. 


3. Present Use of Tax Fields 


This was a descriptive study of the cultivation of 
tax fields by the federal, provincial, and municipal governments 
which was undertaken by the Canadian Tax Foundation at the re- 
quest of the Secretary. The report of the Foundation was pub- 
lished at its own expense under the title “Occupancy of Tax 
Fields in Canada", and copies have been distributed to Committee 
members. 


4. The Analysis of the Present Tax Structure 


This was intended to be a synthesis and a summary of 
the conclusions of the various Royal Commissions and enquiries 
on taxation. Since the reports are not yet all available, this 
study has not been carried out. The Committee may wish some 
work along this line to be done later. 


5. Capital Markets 


This was a study of the assets and liabilities of 
financial institutions, covering the period from 1960 onward, 
showing the distribution of the holdings of government debt in 
Canada, and the proportions of such debt held by different 
financial institutions. These data, for the period 1960-1964, 
were assembled by the Federal Department of Finance and made 
available to the members of the Continuing Committee. 


Outlook Studies 


1. Economic Assumptions 


This study was designed to establish the basic 
economic assumptions (G.N.P., population) for use in projecting 
government revenues and expenditures for the period 1967-68 to 
1971-72. The work was undertaken by the Federal Department of 
Finance, at the request of the Continuing Committee, and a set 
of assumptions for the purpose of the projections was approved 
by the Committee in July 1965. This has been included as an 
Appendix to the first report on the projections. 


2. Trends in Government Revenues and Expenditures 


Revenues and expenditures of the federal, provincial, 
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and municipal governments were projected for the period 1967-68 
to 1971-72, and a report on these was presented to the Tax 
Structure Committee in December of last year. A revision of the 
projections, based on later data, was prepared in October 1966, 
and submitted to the Committee on October 26, 1966. This 

Study was a co-operative project of the federal and provincial 
governments, under the general supervision of the Secretary and 
subject to the review and direction of the Continuing Committee. 
It was the decision of the Tax Structure Committee that these 
projections were to be used as the fiscal context within which 
the policy issues could be considered by the participating 
governments. 


Policy Studies 


Policy studies were called for in four main areas: 
future revenue sources, equalization and fiscal adjustments, 
shared-cost programs, and intergovernmental liaison on fiscal 
and economic matters. The Committee concluded that the partici- 
pating governments would carry out such studies in these areas 
as they might wish individually to undertake to assist them in 
formulating their own approaches to the policy issues concerned. 


Fifteen policy studies which were done by individual 
governments were transmitted to the Secretary of the Tax 
Structure Committee and distributed to members of the Committee 
or to officials on the Continuing Committee. They were used by 
Ministers and officiials on these committees to assist in 
developing alternative approaches to the policy questions 
involved. 


The Tax Structure Committee received the proposals 
and the views of the federal and provincial governments at its 
September and October, 1966, meetings, on the following subjects: 


1. The use of tax fields by the federal and 
provincial governments. 


2. The equalization of provincial revenues. 
4. The stabilization of provincial revenues. 


4, The use of shared-cost programs during 
1967-68 to 1971-7e. 


5. Intergovernmental liaison on fiscal and 
economic matters. 


The proposals made and the views expressed are best 
reflected in the submissions presented by the eleven govern- 
ments at the September and October meetings of the Tax Structure 
Committee, and made public by the governments concerned. The 
September 14-15, 1966, submissions have been published in 
English and French by the Queen's Printer, Ottawa, and it is 
proposed that the October 26-27, 1966, submissions will be 
Similarly published. The meetings of the Tax Structure Com- 
mittee have provided an important and useful forum in which 
the representatives of the federal and provincial governments 
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could develop and clarify their views preparatory to recommending 
to their respective governments and legislative bodies the 
statutes and agreements which form the basis for intergovern- 
mental fiscal relations in Canada. 


The Tax Structure Committee has not developed a set 
of recommendations whith it, as a Committee, would propose to 
the Federal-Provincial Conference. However, the representatives 
of the governments on the Tax Structure Committee will have 
reported to their colleagues and heads of government on the 
Committee's discussions, thus transmitting to the Federal-—Pro- 
vincial Conference the benefit of the Tax Structure Committee's 
work. 


The Committee would recommend that it be authorized 
to sit again, during 1967 and 1968, in order to consider 
further the work assigned to it by the Federal-Provincial 
Conference. A further purpose of the meetings would be to dis- 
cuss the implications of the reports of the federal and pro- 
vincial Royal Commissions and committees on taxation. 


° 


M. W. Sharp, Chairman, 
Tax Structure Committee. 
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ANNEX A 


TERMS OF REFERENCE -- TAX STRUCTURE COMMITTEE 
(October 14, 1964) 


The Prime Minister and Premiers have this morning 
adopted the following recommendations of the Tax Structure 
Committee on the terms of reference of the Committee: 


I - The Committee is directed by the Federal—Provincial Confer- 
ence to study and to report upon the following matters, its 
report to be submitted to the Conference early in 19606: 


1. Trends to be expected during 1967-72 in public 
expenditures by the federal government, the 
provinces and the municipalities, taking into 
account the broad priorities likely to be 
accorded by governments to expenditures on 
major programs that will compete for available 
funds: 


2. The problems involved in financing these ex- 
penditures and their relationship to the economic 
circumstances to be expected, the probable 
levels of costs of public services and facilities, 
and the prospective levels of government debt; 


4. The general policy to be followed in respect of 
shared-cost programs during the period 1967-72; 


4. The tax fields that should be used exclusively 
by the federal government and by the provinces 
and municipalities, and the fields in which 
joint occupancy is desirable; 


5. The arrangements to be made in respect of 
jointly occupied tax fields; 


6. The relation of equalization grants to the 
fiscal requirements and fiscal capacities of the 
provinces, and the best equalization arrange- 
ments for the period LG 7—7es 


v+ Future intergovernmental liaison on fiscal and 
economic matters; 


8. Other related matters. 

II - The Committee agreed upon the nature of the studies that 
should be undertaken to facilitate its work. These will 
be put in hand as quickly as possible. 

III - The Committee agreed that the Continuing Committee of 


officials on Fiscal and Economic Matters, originally es- 
tablished by the Federal Provincial Conference of 1956, 


Wie 


should be assigned responsibility for general direction of the 
studies to be undertaken and the working out of the assumptions 
and methods to be used in those studies requiring a common basis 
of approach. Mr. A. W. Johnson was selected to co-ordinate and 
expedite this work, as well as to be Secretary of the Tax 
Structure Committee itself. 
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ANNEX B 


PROGRESS REPORT OF THE TAX STRUCTURE COMMITTEE 
(July 20, 1965) 


This is a progress report from the Tax Structure 
Committee to the Federal-—Provincial Conference. 


Each of the studies of the Committee are reported on 
briefly, under three main headings: Background Studies, Outlook 
Studies, and Policy Studies. 


Background Studies 
1. History of Federal—Provincial Fiscal Relations 


This is an up-dating of the Canadian Tax Foundation 
monograph on this subject. The Foundation has prepared a 
draft which is now being revised. 


ese Public’) Finance Statistics 


This is an historical series of public finance statis- 
tics of federal, provincial and municipal expenditures, revenues 
and debt, prepared by the Dominion Bureau of Statistics. Pre- 
liminary tables, supplied by the D.B.S., have been in the hands 
of provincial officials for some months. Some revisions are 
being made to these preliminary tables, and the D.B.S. will be 
printing the final version by this fall. 


4. Present Use of Tax Fields 


This is a descriptive study of the cultivation of tax 
fields by the federal, provincial and municipal governments 
which was undertaken by the Canadian Tax Foundation. This 
report was made available at the Tax Structure Committee meeting. 


4. The Analysis of the Present Tax Structure 


This study will be a synthesis and an analysis of the 
conclusions of the federal and provincial Royal Commissions and 
enquiries on taxation. It is not expected that the report of 
the Carter Commission will be received before next fall. Of 
those Provinces which have Commissions or special enquiries on 
taxation, reports from New Brunswick, Manitoba, Nova Scotia and 
Saskatchewan are now available, and it is understood that the 
others (Quebec and Ontario) will be completed later in the 
year. This study will, accordingly, have to be deferred until 
Sal 
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5- Capital Markets 


This will be a study of the assets and liabilities of 
financial institutions, covering the period from 1961 onward, 
so far as data are available, showing the distribution of the 
holdings of government debt in Canada and the proportions of 
such debt held by different financial institutions. In accord- 
ance with the Committee's decision, an official of the federal 
Department of Finance has undertaken to carry out this study. 


Outlook Studies 1967-1972 


1. Economic Assumptions 


This study is designed to establish the basic economic 
assumptions (G.N.P., population) for use in making the expend- 
iture and revenue projections. The work has been undertaken 
by the federal Department of Finance, on behalf of the Continuing 
Committee on Fiscal and Economic Matters (a committee of offi- 
cials), and a preliminary report was considered by the Committee 
at its meetings of April ¢7th and 28th. A draft report to the 
Tax Structure Committee has been prepared for consideration by 
the Continuing Committee before it is submitted to the Ministers. 


2. Trends in Government Expenditures 


This study will provide government expenditure pro- 
jections to 1972. Suggested approaches and methods for making 
these projections have been supplied to officials of the eleven 
governments in a series of bulletins from the Tax Structure 
Committee staff. Technical problems have been discussed and 
resolved. Work is now proceeding on the projections. Most 
governments have submitted their preliminary projections which 
are being compiled and analysed by the Tax Structure Committee 
Secretariat. The Continuing Committee will be meeting after 
the Conference to receive and consider a report from the Sec- 
retary. It is expected that the Continuing Committee will be 
in a position to submit its report to the Tax Structure Com- 
mittee by fall. 


4. Trends in Government Revenues 


This study will provide government revenue projections 
to 1972. The progress on this study is parallel to that on the 
expenditure projections. 


4. Trends in Public Debt 


The federal and provincial governments have also 
undertaken to project their gross debt. Because of the un- 
availability of data it will be extremely difficult, if not 
impossible, for the provinces to project trends in municipal 
debt. The debt projections will not be ready as early as the 
expenditure and revenue projections. 


TS 


Folicy Studies 


It will be recalled that policy studies are to be made 
by the federal and provincial governments in four main areas: 


l. Future Revenue Sources 
2. Equalization and Fiscal Adjustment 
4. Shared-Cost Programs 


4, Intergovernmental Co-operation on Fiscal and 
Economic Matters. 


1. Future Revenue Sources 


It is assumed that the studies of future revenue 
sources and how they will be cultivated by federal and provin- 
cial governments will be closely related to the reports of the 
several Royal Commissions and enquiries on Taxation. If these 
Commissions and enquiries call for a substantial departure from 
the present tax structure, the participating governments will 
want to consider carefully the substance of the recommendations 
before submitting proposals to the Committee. Since the Royal 
Commissions' reports will not be available until fall, a large 
part of the studies of revenue sources will have to be deferred 
until then. In the meantime, work is going forward on two 
related studies: Tax Collection Agreements and Intergovern- 
mental Taxation. 


ee. Equalization and Fiscal Adjustment 
53- Shared-Cost Programs 


4. Intergovernmental Liaison on Fiscal 
and Economic Matters 


Yr 47 WY wa 


While the revenue and expenditure projections, when 
completed, will provide necessary background for the above 
policy studies, a start has been made on them; some of the 
governments are already well advanced in this work. It is hoped 
that these policy studies will be sufficiently advanced for the 
Tax Structure Committee to consider them late in the year. 


Program of Work 


The Tax Structure Committee directed the Continuing 
Committee to submit its report on the projections in the fall. 
The Committee will meet in early December to begin discussions 
on the policy studies. 


The Committee re-affirmed its determination to com- 
plete the work assigned it by the Federal—Provincial Conference 
DY aU Us Yael setlooGs 


Honourable W. L. Gordon, 
airman. 
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ANNEX B-1 


PROGRESS REPORT TO THE TAX STRUCTURE COMMITTEE 


(December 10, 1965) 


This is a progress report from the Secretary of the 
Tax Structure Committee to the Committee. 


Each of the studies of the Committee are reported on 
briefly, under three main headings: Background Studies, Out- 
lookeotudres, rolicy Svudives. 


Background Studies 
ees vOry. OL Federal—Provincial Fiscal Relations 


This is an up-dating of the Canadian Tax Foundation 
monograph on this subject. The revised edition will be pub- 
lished early in 1966. 


2. Public Finance Statistics (Study A-1) 


This is an historical series of public finance statis- 
tics on federal, provincial and municipal expenditures, revenues, 
and debt, prepared by the Dominion Bureau of Statistics. 

Revenue and expenditure data have been included in the two 
volumes entitled "Public Finance Statistics and Projections, 
1952-53 to 1971-72: Government Revenues and Government Expendi- 
tures", and these have been distributed to members of the Tax 
Structure Committee. A special publication of the historical 
series, 1952-53 to 1962-63, including certain revisions which 
are to be discussed with officials of provincial governments, 
will be issued by the Dominion Bureau of Statistics sometime 
qUieie OO. 


3. bresent Use of Tax Fields (Study D-1) 


This is a descriptive study of the cultivation of tax 
fields by the federal, provincial and municipal governments 
which was undertaken by the Canadian Tax Foundation. This 
report was made available to the Tax Structure Committee at 
its last meeting. It will be published by the Foundation as 
soon as the French translation has been completed. 


4, The Analysis of the Present Tax Structure (Study D-2) 


This project is intended to be a synthesis and an 
analysis of the conclusions of the federal and provincial 
Royal Commissions and enquiries on taxation. This can be 
undertaken when all of the commission and committee reports 
have been received. The commissions or committees in the 


AER, 


provinces of New Brunswick, Manitoba, Nova Scotia and Saskat- 
chewan have submitted their reports: the ministers representing 
the Governments of Canada, Ontario and Quebec may wish to advise 
the Tax Structure Committee as to when the reports from their 
respective commissions might be expected. 


5. Capital Markets (Study B-6) 


This is a study of the assets and liabilities of 
financial institutions, covering the period from 1961 onward, 
so far as data are available, showing the distribution of the 
holdings of government debt in Canada, and the proportions of 
such debt held by different financial institutions. In accord- 
ance with the Committee's decision, an official of the federal 
Department of Finance has undertaken to carry out this study. 
Preliminary data have been made available to the Continuing 
Committee on Fiscal and Economic Matters, and the report itself 
will be distributed early in 1966. 


Outlook Studies: 1967-72 
1. Economic Assumptions (Study B-1) 


This study was designed to establish the basic econo- 
mic assumptions (G.N.P., population) for use in making the 
expenditure and revenue projections. The work was undertaken 
by the Department of Finance, on behalf of the Continuing Com- 
mittee, and a final report was approved by the Committee on 
July 24, 1965. It has been included as Appendix A in the report 
entitled "Projection of Government Revenues and Expenditures 
for the Period 1967-68 to 1971-72" (Volume I). 


2. Trends in Government kevenues and Expenditures 
(Studies A-2 and B-2) 


Revenues and expenditures of the federal, provincial 
and municipal governments have been projected for the period 
1967-68 to 1971-72. This study, which was conducted under the 
direction ot the Continuing Committee, was sent to members of 
the lax Structure Committee on December 4, 1965, and will be 
discussed at the current meeting. 


4. Trends in Public Debt (Study B-5) 


he tederal and provincial governments have under- 
taken to project their gross debt as well as their revenues 
and expenditures. (It should be noted that the Continuing 
Committee has concluded that it would be extremely difficult, 
if not impossible, for the provinces to project trends in 
municipal debt.) The debt projections are expected to be 
completed early in 1966. 
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Policy Studies 


It will be recalled that policy studies are being 
made in four main areas: 


1. Future Revenue Sources (Studies B-4, D-3, D-4) 


‘ae Coon a and Fiscal Adjustment (Studies F-1 and 
F-2 


3. Shared-Cost Programs (Studies C-1 and C-2) 


4, Intergovernmental Liaison on Fiscal and Economic 
Matters (Study G-1) 


1. Future Revenue Sources 


It is assumed that the studies of future revenue 
sources and how they will be cultivated by federal and provincial 
governments will be closely related to the reports of the 
Several Royal Commissions and enquiries on Taxation. This is 
likely for this reason: if these Commissions and enquiries 
call for a substantial departure from the present tax structure, 
the participating governments will want to consider carefully 
the substance of the recommendations before submitting proposals 
to the Committee. 


Since not all of the royal commissions' reports are 
available, a large part of the studies of revenue sources will 
presumably have to be deferred until they are received. Doethe 
meantime, work is going forward on two related studies: Tax 
Ree oe Agreements ?p-4) and Intergovernmental Taxation 

H-1). 


La Equalization and Fiscal Adjustment 
4. Shared-Cost Programs 


) 
) 
) 
) 
4, Intergovernmental Liaison on Fiscal ) 
and Economic Matters ) 
With reference to the other three policy studies, the 
Tax Structure Committee decided that each of the participating 
governments would be invited to conduct its own studies in each 
of these areas. While the revenue and expenditure projections, 
only recently completed, provide some of the background neces-— 
sary for this work, a start has been made and some of the 
governments are well advanced in their study of these policy 
areas. It is hoped that these studies will be sufficiently 
advanced for the Tax Structure Committee to consider them at 
its next meeting. 
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ANNEX B-2 
Communi qué 


TAX STRUCTURE COMMITTEE 
(December 10, 1965) 


The Tax Structure Committee met today to continue its 
work of preparing for discussions by the Federal-Provincial 
Conference next year on future fiscal arrangements between the 
federal and provincial governments. 


The Committee received a report on trends that may be 
expected during the 1967-72 period in revenues and expenditures 
of the federal government and the provinces and municipalities. 
The Committee discussed the implications of this report and 
its relationship to future work of the Committee. The Ministers 
recognized that priorities will have to be carefully considered 
by all governments in respect of expenditures on major programs 
that will compete for available funds. It also recognized that 
the rising level of provincial and municipal expenditures 
underlines the need for harmonizing federal and provincial 
fiscal and economic policies. 


It was anticipated that, with the important informa- 
tion provided by the report on projected revenues and expendi- 
tures and other reports prepared for the Committee, the Con- 
mittee will be in a position to advance its discussions of the 
iss structure and fiscal arrangements during the first half of 
1966. 


Among other subjects discussed were provincial pro- 
posals for the inclusion of mental and tuberculosis hospitals 
in the hospital insurance program, and methods of financing 
costs of medicare. fbrovincial representatives expressed views 
concerning increased assistance to higher education, in anti- 
cipation of the proposed Federal-Provincial Conference on this 
subject which the Prime Minister of Canada had suggested in his 
statement on October 14th. 


The Committee reviewed a progress report on studies 
completed to date and a schedule of the studies which remain to 
be completed in preparation for the 1966 meetings of the Tax 
Structure Committee and for the plenary Federal-Provincial 
Conference which will follow them. 


The Government of Canada was represented at the 
meeting by the Honourable Mitchell Sharp, Acting Minister of 
Finance; the Honourable Guy Favreau, President of the Privy 
Council, and the Honourable E. J. Benson, Minister of National 
Revenue. The provincial representatives were the Honourable 
J. N. Allan, Treasurer for the Province of Ontario; the Hon- 
ourable Jean Lesage, Prime Minister and Minister of Finance for 
Quebec; the Honourable Eric Kierans, Minister of Health for 
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Quebec; the Honourable G. I. Smith, Minister of Finance and 
Economics for Nova Scotia; the Honourable L. G. DesBrisay, 
Minister of Finance and Industry for New Brunswick; the Honour- 
able Duff Roblin, Premier and Provincial Treasurer for Manitoba; 
the Honourable W. A. C. Bennett, Premier and Minister of Finance 
for British Columbia; the Honourable M. A. Farmer, Provincial 
Treasurer of Prince Edward Island; the Honourable D. V. Heald, 
Attorney General for Saskatchewan; the Honourable A. O. Aalborg, 
Provincial Treasurer for Alberta; and the Honourable F. W. Rowe, 
Minister of Finance for Newfoundland. 


121 


REPORT OF THE TAX STRUCTURE COMMITTEE 
TO THE FEDERAL-—PROVINCIAL CONFERENCE 


(Friday, October 28, 1966) 


PROJECTIONS OF GOVERNMENT REVENUES AND EXPENDITURES 


Among the terms of reference of the Tax Structure 
Committee was the instruction to study and report upon: 


“the trends to be expected during 1967-72 in 
public expenditures by ‘the federal government, 
the provinces and the municipalities, taking 
into account the broad priorities likely to 

be accorded by governments to expenditures on 
major programs that will compete for available 
funds", and 


"the problems involved in financing these 
expenditures and their relationship to the 
economic circumstances to be expected (and) 
the probable levels of costs of public 
services and facilities...” 


To carry out this task, the Tax Structure Committee 
members instructed their officials on the Federal-—Provincial 
Continuing Committee on Fiscal and Economic Matters to prepare 
projections of revenues and expenditures for the federal and 
provincial/municipal governments to 1971-72. These projections, 
using the DBS public finance classification, were prepared in 
1965, and revised on the basis of later data in October 1966. 
They include expenditure programs decided upon or announced by 
the end of 1965 or provided for in the governments' 1966-67 
estimates. Revenues were projected on 1966 tax rates. 


The projections reveal that by 1971-72 provincial/ 
municipal expenditures may be expected to climb to between $16 
and $164 billion. This represents an annual rate of increase, 
from 1966-67, of about 8% percent. Federal government expendi- 
tures would rise to about $12% to $14 billion, an annual rate 
of increase of about 6% percent. Total expenditures for all 
governments, excluding intergovernmental transfers, are expected 
to reach $26 to $26% billion by 1971-72. 


Assuming the gross national product grows at 6 or 7 
percent per annum, provincial/municipal revenues, at present 
tax rates, would rise to between $14% and $14 billion. Federal 
revenues, at present tax rates, might be expected to rise to 
between $14 and $13% billion. Total government revenues, ex- 
cluding intergovernmental transfers, would increase to between 
$24 and $25% billion. These figures represent an annual rate 
of increase of about 7 to 7.8 percent in provincial/municipal 
revenues and about 7 to 8 percent in federal revenues, over 
1966-67 budget estimates. 


Vee 


If expenditures rise as projected, and if tax rates 
and federal transfers to the provinces remain as they were when 
the projections were made, the financial position of the pro- 
vincial/municipal governments would worsen, and that of the 
federal government would improve. On these assumptions, and 
depending upon whether the GNP grows at 6 or 7 percent, the 
provincial/municipal deficits would increase from the current 
level of about $900 million to about $2.4 or $2.1 billion. The 
federal government's position would move from an approximate 
balance in the current year, on this DBS basis, to a surplus of 
about $325 or $725 million, depending upon the rate of growth of 
the GNP. 


It should be emphasized that these projections, as 
all such projections must be, are based upon many assumptions. 
A small change in some of the assumptions can make a substantial 
change in the projections. (An outline of the most important, 
ass tions and of the statistical methods used is given in the 
attached Annex.) For these reasons it is the broad trends in 
these projections that are the most helpful; the individual 
tigures and the absolute magnitudes should be used with caution. 
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ANN LX 


Assumptions 


The following principal assumptions were used in the 
preparation of the projections: 


1. That the population of Canada would grow in 
the same way as projected in the study done 
for the Economic Council of Canada. 


2. That the Gross National Product would grow 
aG..6 or s/7 percent per annum. 


%. That the cost to governments of goods and 
services would rise consistent with the G.N.P. 
assumptions. 


4, That government revenues would rise at rates 
consistent with the population, production, and 
income assumptions. 


Projection Methods 


1. The D.B.S. classification of government net 
general revenues and expenditures was used 
(the public finance series). 


2. Common techniques for projecting both revenues 
and expenditures were developed by the Secretary 
of the Tax Structure Committee and his staff, 
and examined and accepted by the Continuing 
Committee on Fiscal and Economic Matters repre- 
senting all governments. They were then used 
for vall «projections. 
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Statement by 
THE HONOURABLE DUFF ROBLIN 
Premier of the Province of Manitoba 
to the 
FEDERAL—PROVINCIAL PLENARY CONFERENCE 
(Friday, October 28, 1966) 


INTRODUCTION 


We are here to resolve a range of serious problems 
before us. We have been meeting together as the responsible 
senior governments in Canada talking about first one aspect and 
another -—- never all of the picture as a whole. Now we must 
face the full impact of each of these problem areas in aggregate. 
They are problems deriving from the rapid rate of economic 
growth we enjoy and from the need to distribute our growing 
wealth more equitably. 


Our fiscal arrangements must be designed to main- 
tain, guide, and control a continuing rapid rate of economic 
growth. We must organize ourselves to stimulate the economy 
and manage it. 


We must also strive for more equitable distribution 
of the wealth of the nation. We must strive to overcome re- 
gional differences in income. We all know that there are great 
differences in income and economic opportunity among the sever- 
al regions of Canada. The Economic Council of Canada tells us 
that these disparities are not diminishing. These differences 
corrode national unity. Australia and the United States, 
through national policies, have been able to cut down the dif- 
ference in income among different regions within their nations. 
We must strive to do the same. 


Priorities 


The governments of Canada cannot do everything at 
once. If we are going to achieve our objectives we must con- 
centrate our efforts. This implies that we must choose a set 
of priorities and apply them rigorously to the management of 
our affairs. We recognize that this is a problem of real con- 
cern to both federal and provincial governments. 


It is agreed by all governments that education must 
be the first priority. More than ever before it is human 
knowledge and human skill which generate economic and social 
freedom. Educated and skilled individuals will expand the 
economy and thus the wealth of the nation. 


Regional development must be our second priority. 
We must equalize economic and social opportunity across the 
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nation. ‘this, as much as anything else, will strengthen the 
basic unity of the nation. It will give added meaning to being 
a Canadian. Regional development will also expand our economy 
and increase our wealth. It will aid us to make better use of 
our natural resources and our investments in transportation 
facilities and other capital holdings. 


We must continue to improve our social policies from 
day to day. But we can expand these programs to improve the 
quality of living only if we give more recognition to the con- 
cept of need. There is no need to subsidize the wealthy. There 
is a need to concentrate our efforts on those who need help. 
Medicare is a case in point. Manitoba is prepared now to sup- 
port medicare services to those who have need for assistance. 

We believe that the federal government should be ready to share 
fully in meeting this real need. 


Education and Manpower Development 


Education and manpower development are the first 
essentials -- and the most costly. The cost per student in 
primary and secondary schools and in universities is climbing 
rapidly. The number of students is also increasing. Technical 
and vocational training which we have been considering in detail 
is among the most expensive necessities of a manpower program. 
We respect the federal government's recognition of this factor 
Since 1961. In the past few days we have become concerned in 
the face of their partial withdrawal from this vital field. 

The growing complexity of our economy demands phenomenal 

annual increases in training and skill development. The cost 

of mobility programs, of re-training, of specialized education 
tor Indian and Metis people must be added to the bill as much as 
the costs ot education for the blind, the deaf and the mentally 
retarded. The rising total of these costs exerts increasing 
strain on provincial and municipal resources -- resources far 
from being adequate to carry the burden. 


The Tax Structure Committee studies show that the 
main cause ot the large deficits forecast for the provinces is 
the rising cost of education. Education is a national priority, 
but at the same time a provincial responsibility. The needs of 
this first national priority can be adequately met only if the 
provinces receive a larger share of the present joint federal- 
provincial tax fields - the taxes on incomes and corporate pro- 
fits. 


Edueauion Costs and heal rropentys axes 


In Manitoba, we have progressively taken a larger 
portion of the education cost burden into the provincial 
budget. We must now go further. This means that more of the 
general revenues of the province must be committed to support 
of the primary and secondary school system. Relief of the 
burden of real property taxes on the local taxpayer will 
require that the province have more elbow room in other tax 
fields. We do not suggest that the federal government should 
finance primary and secondary education. This is not reason- 
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able. We do insist, however, that Manitoba must have adequate 
access to joint national tax fields to meet the rising costs of 
education. It is true that the federal government has given 
recognition in principle to this in its most recent proposals. 
Our real concern is that this recognition has been so limited, 
and the fiscal equivalents made available so encumbered by 
commitments transferred to the province from federal respon- 
sibility that the revenues therefore are already spent before 
the province has access to them. While the federal government 
has thus accepted in principle the provincial position, in 
practice it has not recognized in a sufficiently tangible way 
that the national priority - education - is the main cause of 
the forecast deficits. The just provincial claims for greater 
tax-sharing are thus still unsatisfied. 


Regional Development 


Regional development in Manitoba presents real and 
vexing problems. We lack the funds to launch the programs 
and to make the investments which would boost our economy, our 
wage rates and our incomes. 


We know much of what needs to be done. We have 
serious regional disparities within the province. We struggle 
against two formidable problems. First, the fiscal structure 
of the nation denies us the funds we need even to support the 
provincial share of new programs. Second, national trade and 
industrial policies further impede regional progress. 


Problems of northern development are of particular 
interest to Manitoba. The opening of the West was achieved 
within the framework of appropriate national transportation 
policies, immigration policies, land settlement policies and 
others -- all directed toward the development of permanent 
settlement. The frontier which now offers challenges and 
economic opportunities is the North. In the last ten years 
Manitoba has pushed its northern frontiers back and commenced 
the development of a new economic region. We are building in 
ten years what has been built elsewhere in the nation in one 
hundred or even two hundred years. 


But the federal policy-makers have lost sight of 
the needs and challenges of new frontiers. They have lost 
sight of the need for specialized rail- and air—transportation 
policies, of the need for investment in roads and of the com- 
plex problems of building a new community on the frontier. To 
attract people to the new and growing northern communities we 
must have such things as live television and adequate radio 
broadcasting, good municipal services, housing at reasonable 
prices, and so on. 


We must overcome the problems of isolation and re- 
moteness by providing good roads. To control the cost of 
living we must have transportation policies which assure that 
consumer goods shipped into the north do not pay exorbitant 
freight rates. Air transportation must be convenient and cheap. 
And above all, we must have improved roads. The federal 
abandonment of the Roads to Resources program struck a sting- 
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ing blow at the development of northern Manitoba. It must be 
re-instated and matched by other federal policies to make 
northern living more attractive and northern business profitable. 


Revenues and Costs, Federal and Provincial 

The Tax Structure Committee has done an essential 
job. It has shown us that, in the aggregate, provincial and 
municipal costs are rising more rapidiy than federal costs. It 
has given us a forecast of federal surpluses and unmanageable 
provincial deficits. ‘he Committee has made it clear that the 
main cause of the provincial deficits is the sharply rising cost 
of education. It is this constitutionally provincial respon- 
sibility which causes growth in provincial and municipal costs 
to far outpace the growth of costs of the federal government. 
Manitoba believes that the people of Canada must be made aware 
of these trends and their order of magnitude so that they may 
judge the nature of the problems before us. 


All of the anticipated annual deficits of the next 
five years are expected to fall upon the province and the 
municipalities. The major portion of these deficits will de- 
rive from meeting the costs of education. These costs occur 
where the student lives. The benefits occur where he chooses 
later to live and work. Both standardization of educational 
opportunity and a reasonable allocation of costs against taxes 
therefore argue for a greater share of the tax resources of the 
nation being made available to the provincial and municipal 
governments. This is our basic position. It is this point 
which we must emphasize continually. 


We are equally concerned that the federal government 
must retain the capacity to perform effectively its functions 
as the national government. To this end, we recognize fully 
that the federal government must maintain the marginal control 
of direct taxes -- the taxes on personal and corporate income 
which it shares with the provinces. The federal government 
must be able to increase or decrease the taxation of personal 
and corporate income at the margin in order to control infla- 
tion, combat recessions and guide the economic growth of the 
nation. 


On the other hand, it is not reasonable to believe 
that the responsibility of the federal government is merely 
the balancing of the federal budget. The national interest 
requires that the federal government recognize and meet the 
priority needs of the people of Canada. Some of these needs 
are for services which must, by constitutional arrangement, be 
provided by the provinces. In such cases it is clear that the 
federal government must do all in its power to ensure the 
provinces the revenues necessary to the provision of these 
high priority services. What is needed now is a broader share 
of the shared tax field allocated to the provinces to meet 
these rising costs. 


Manitoba is striving to offer citizens within her 
boundaries economic and social opportunities equal to the best 
found in Canada. We must equalize opportunities and services, 
particularly in the fields of education and health care. 


128 


In undertaking these tasks we must avoid the tax 
jungle of the thirties. So far as possible, we should co-ordi- 
nate taxation at the senior levels of government. If we are to 
avoid double taxation, the provinces must have access to a 
greater share of the shared tax field. 


Any acceptable longer-term solution to tax-sharing 
will have to follow recognition of realistic priorities and 
after consideration of the proposals of the Carter Royal Com- 
mission on Taxation. But the immediate needs require substan- 
tial recognition now. 


Given these circumstances, Manitoba's basic position 
on the fiscal arrangements is: 


(a) that the province is ready to work for an 
interim pact to cover the fiscal period 
beginning’ Apra), 19675 


(b) that the federal government increase its 
standard abatement to the provinces for 
personal income tax from 24 percent of basic 
federal tax to at least 50 percent, be- 
ginning with the 1967 tax-year so:-as to 
give the provinces an additional unen- 
cumbered 26 points; 


(c) that for an interim period, corporation 
tax abatement can remain at 9 percent 
of taxable profits and the estate tax 
allocation at 75 percent. 


(d) that equalization on the present basis to 
the top two provinces is necessary and in 
the national interest. The present basis 
of equalization of income and profits taxes 
has stood the test of time as the most 
realistic measure of tax capacity in the 
provinces, together with equalization of 
the natural resource tax yields. 


On this vital matter of equalization, we must reit- 
erate that the present government of Canada was elected on a 
platform of equalization to the highest Canadian province. 
Mr. Pearson has described the national average basis for 
equalization as being an approach which "deliberately denies 
the very principle of equalization". "Bringing some provinces 
up to the average still leaves them far below the richest - 
below Ontario. This isn't equalization of equity". Equaliza- 
tion to the national average was also called a "Shameful be- 
Traayel” or principle by the Prime Minister. 


As recently as mid-October of this year the Prime 
Minister gave a nationally televised interview, in which he 
said that the continuing responsibilities of the federal 
government included the task of ensuring that "the poor pro- 
vinces... would be able to have the services for their people 
that the rich provinces have". 
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Shared Cost Programs 


These programs have been used to achieve national 
standards of service in important areas of government responsi- 
bility, . As a»result, the provinces? haveyundertaken;arce— 
scale commitment. In some cases, the federal government is now 
abandoning these programs without sufficient guarantee to the 
provinces that provincial revenues will be increased to meet 
the escalating costs of the services created. In other cases, 
major changes are to be made which will seriously weaken the 
effectiveness of the programs. These proposals come at a time 
when other provincial fiscal problems are reaching critical 
proportions’.|" Manitoba urges that; the federal) government re— 
consider its proposals on this matter. 


In fact,one shared-cost program, the Composite Forest 
Agreement has already been abandoned unilaterally by the feder- 
al government without fiscal compensation. With respect to this 
program and for any similar cases, Manitoba proposes that a 
method be worked out to provide iron-clad guarantees of adequate 
provincial revenues to continue to meet the escalating costs of 
established programs when the federal government abandons them. 
Unless such a device is created the good faith and co-operation 
necessary to the establishment of shared-cost programs will be 
jeopardized. An atmosphere of good faith and understanding is 
essential if the provinces and federal government are to co- 
operate effectively in meeting national priorities. 


Indeed, the federal government must recognize the 
consequences to the provinces of the shared-cost programs which 
they from time to time propose. Medicare is a case in point. 
The federal government appears to believe that in the medicare 
offer it is accepting responsibility for one-half the cost. 
This is not so. The federal government refuses to participate 
in the administrative costs of medicare itself and has failed 
to deal adequately with the need for ancillary services. It 
is true that a Health Resources Fund has been proposed to 
assist in meeting the costs of necessary new medical and para- 
medical training and research. In Manitoba,our share of these 
ancillary service costs has been estimated by the federal 
government to be $15 million. Manitoba health authorities, 
however, estimate the capital requirement for training and 
research to be four times this sum. 


This is all too familiar a feature of the 50-50 
federal shared-cost programs. In other words, the provinces 
far too often find that their share is not one-half the cost 
but instead as much as three times greater than the federal 
contribution. 


Summary 


In viewing the whole array of problems which have 
been under discussion, Manitoba has given her basic approach. 
The provinces must have tax room clear of encumbrances to 
meet their growing problems. We have stated clearly that we 
expect reasonable and responsible relations with the federal 
government in facing the priorities of education and manpower 
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development. The basis of these relationships must continue 

to be good faith between the senior governments. Joint re~ - 
sponsibilities must be carried out in the secure knowledge that 
objectives will not be unilaterally abandoned to the cost of 
either partner. On the provincial side we believe that any 
new agreement must guarantee that no province would receive 
less in any year under a new arrangement with the federal 
government than it would have received had the present arrange- 
ment been carried forward for the same year. 


In respect of year-to-year revenue stabilization, 
Manitoba considers that a full floor should be placed under 
all provincial revenues. 


If the federal government responds to the needs of 
the provinces for new and clear tax revenues, many of the 
problems being debated in great detail over the past tew days 
would come nearer to solution. 


In respect of education, we must have far more real 
help in dealing with the major cost burdens. As a result of 
the new federal proposals, well-proved programs are now either 
being badly weakened or cast aside. Others are to be phased- 
out. Inadequate funds have been allocated to the provinces 
with the result that the budgetary positions of the provinces 
and municipalities will remain in continuing and growing heavy 
deficits. The budget of the federal government will remain in 
growing surplus. Little has been done to change this. 


The proposed tax transfers offered in September 
were already fully encumbered - consumed by existing costs for 
programs that could not be curtailed. The federal government's 
persistent refusal to face the need to give adequate tax room 
to the provinces free of encumbrance is the greatest single 
failure of federal responsibility. 


Manitoba requires substantially increased revenues to 
meet the growing needs of education and to relieve the school 
taxpayer. Every consideration of national policy emphasizes 
our request for a just and equitable share of the national tax 
resources. 


es 


Statement by 
THE HONOURABLE W. A. C. BENNETT 
Premier of the Province of British Columbia 
at the 
FEDERAL-PROVINCIAL PLENARY CONFERENCE 
(Friday, October 28, 1966) 


Introduction 


Mr. Prime Minister, British Columbia views this 
meeting, held on the eve of the celebration of 100 years 
of Canadian Confederation, as one of the most significant 
Pane sessions of this century. The results of our de- 

iberations will largely determine the course the Canadian 
nation will take in its second century. 


British Columbia is now celebrating its own cente- 
nary of the union of the British Crown Colonies of Vancouver 
Island and British Columbia. But while we turn our thoughts 
to and honour those of our pioneers who have contributed to 
the Canadian nation of today, let us not look to the past 
for solutions to the problems which now face us, but rather 
aim to develop new ideas to satisfy the requirements of the 
new century. With the ascendency of Provincial responsibil- 
ities in the fields of education, health, welfare, and re- 
source development, past fiscal arrangements are outmoded. 


British Columbia has the capabilities and resources 
to greatly increase its growth in the future for the benefit 
of all Canadians. Its export-oriented and tourist economy 
prevents the Government of Canada from having a very substan- 
tial foreign trade deficit. Its high income level and rapid 
developmental programs provide above average revenues for the 
Federal Government. But to realize British Columbia's fullest 
potential, it is necessary the Government of Canada provide 
fair and equitable treatment to the Province in fiscal consid- 
erations. 


We meet today under uncertain conditions both at 
home and abroad. The current expansionary phase is exposed 
to pressures which could seriously limit further expansion 
and improvement in our standard oF living if we do not pian 
carefully. The current tight-money situation, record high 
interest rates, and rapidly increasing costs of production 
impose real threats to our competitive position in world 
markets so essential to our continuing prosperity. Immediate 
problems, however, should not cloud our vision for establish- 
ing proper fiscal relationships for the period ahead. We 
must plan for unhindered nation-wide economic development. 
We must develop programs that will make fuller use of our 
natural resources, that will educate and train our people, 
and that will provide adequate power and transportation 
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facilities for industry. Only in this way will we increase 

the standard of living, health, and welfare of the Canadian 
people. As has been emphasized in the past, under our 
Constitution, most of these responsibilities lie with Provincial 
Governments. 


British Columbia considers that fiscal arrangements 
and planning undertaken by the Government of Canada have not 
been fair in relation to all sectors of Canada. They have 
compounded rather than assisted the problem. The people of 
British Columbia are growing restless with the Federal atti- 
tude and, on their behalf, I will point to examples of unfair 
treatment of our Province by the Government of Canada. 


Tax Occupancy 


The fiscal responsibilities of the Provinces in the 
fields of education, health, welfare, and resource development 
have greatly accelerated in the last decade and will continue 
to do so over the foreseeable future. National economic and 
social policies instituted by the Government of Canada often 
increase Provincial involvement in these fields with little 
or no consideration of the means by which the additional 
service costs are to be met. 


The Government of Canada, supported by the major 
share of the income taxes with their great productivity, 
can expect revenues to grow at a faster rate than expenditures. 
The Provinces, on the other hand, can expect an increasing 
shortfall in revenue in relation to expenditure. 


It is becoming increasingly evident that under 
present tax-sharing arrangements the Provinces lack the fiscal 
ability or capacity to provide the revenues within the finan- 
cial resources available to them. To meet the obligations 
of the Provinces to their citizens,within the limits of a 
more equitable distribution of tax’ resources, it is essential 
Canada return an increased share of the direct-tax fields to 
the Provinces. British Columbia considers a National Govern- 
ment transfer over the next five-year period of a minimum ad- 
ditional 2 percent per year of the Federal personal income tax 
and an additional 1 point per year of corporation-taxable 
income, without the need for double taxation, would adjust 
some of the current imbalance in Federal-Provincial fiscal 
resources and expenditure responsibilities. In British 
Columbia's view this is a reasonable readjustment in tax 
resources to be made by the National Government at this time. 


Equalization 


British Columbia believes that equalization payments 
are not the answer to the problem of meeting Provincial Govern- 
ment fiscal deficiency in providing an accepted National level 
of government service. These unconditional payments to certain 
Provinces do not encourage fiscal responsibility. The tax 
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revenue paid out as equalization payments should be used more 
advantageously. 


British Columbia agrees a fiscal-need problem exists 
in certain areas of Canada. It believes, however, assistance 
Should be given direct to the individual citizens involved, 
rather than through equalization payments to certain Provincial 
Governments. It is desirable to give people financial inde- 
pendence and the flexibility of action that comes with it. 
Assistance to those who are financially dependent should take 
a form which best contributes to this end. The Government of 
Canada should attack directly the problems which prevent low- 
income persons wherever they may be located in Canada from 
achieving income growth rates comparable to the average of 
the nation. I would point out that these persons are located 
in all Provinces. Programs promoting growth and development 
of a sound industrial base should be intensified and strenuous 
efforts made to educate and train the labour force to use 
modern technological methods. Where recovery assistance is not 
economically feasible or justified, relocation of the people 
to areas of greater opportunity should be encouraged through 
housing assistance along with educational and vocational 
training, with pay, until the individual is properly settled. 
Through direct assistance to the individual citizen, the problem 
of income deficiency could be undertaken across the nation on 
an equitable basis, provide more efficient use of public 
moneys, and contribute to National harmony. 


However, if the Government of Canada insists on re- 
taining the equalization-grants system, consideration should 
be given to certain factors. British Columbia has emphasized 
at a previous meeting the inadequacy of equalization formulae 
which do not give weight to cost differentials between Proy— 
inces in providing like government services. I have also 
pointed out the high-cost nature of essential services in 
British Columbia. Our higher income reflects the higher 
cost nature of the British Columbia economy arising from our 
geographic location and the adverse effect of National tariff 
policies. To say that equalization payments to a stated base 
enable a Province to provide a certain level of government 
service assume the cost of services in a receiving Province 
is at an average level. The Dominion Bureau of Statistics 
reports, for example, of average weekly wages and salaries 
and public-school teachers median salaries, indicate some of 
the divergency in costs across our nation. Where lower costs 
exist, equalization of Provincial revenues may actually sub- 
sidize certain Provinces until they have a greater capacity 
to pay than the Provinces who do not receive equalization. 
The Government of Canada is too unrealistic in its zeal to 
equalize by revenue only and ignoring every other factor 
involved. If we must have equalization, it should not be 
at 100 percent of revenue. I would suggest that equalization 
at 85 percent of Provincial revenues would adequately compen- 
sate for this cost advantage. Equalization must not destroy 
the ambition of the recipient Provinces to improve their own 
position. 


Mr. Prime Minister, I believe that equalization it- 
self, through recognition of Provincial constitutional taxation 
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rights and a fresh approach to this problem, can be eliminated. 
Any fiscal assistance deemed necessary by the Government of 
Canada for a war on poverty throughout the nation should not 
be an integral part of arrangements respecting direct taxes 
with the Provinces. 


Shared-Cost Programs 


Federal—Provincial shared-cost programs have been 
an excellent device for establishing nation-wide levels of 
essential government services. In addition, they have encour- 
aged regional projects which have had a National impact. 


British Columbia sees National strength, not weakness, 
in shared-cost programs. We urge the continuation and expan- 
sion of programs which contribute to National growth. In- 
creased sharing in the fields of higher education, sharing of 
costs of mental and tuberculosis patients under the Hospital 
Insurance and Diagnostic Services Act and larger participa- 
tion in costs of new hospital construction should also be 
undertaken by the National Government. 


We do, however, take exception to cancellation of 
agreements, such as the proposed ending by the Federal Govern- 
ment of the forestry agreement on March 31, 1967, without prior 
consultation or compensation to the Provinces. 


Provincial Economic Development 


The Province of British Columbia has progressed 
rapidly over the past decade, but its people have become highly 
resentful of the Government of Canada continuing to ignore 
their pleas for equal fiscal treatment. I have pointed out 
many times in the past that any prosperity enjoyed by British 
Columbia is more than shared with the rest of Canada. To 
place an additional burden on an industrious people by way 
of discriminatory treatment is certainly not in the National 
interest. 


Hydro-Electric Power 


In October 1961, the Province commenced construc-— 
tion of the gigantic Peace River power project. In September 
1964, the vast hydro-electric and flood-control complex on 
the Columbia River was started. These projects, undertaken 
by the people of British Columbia, will produce large-scale 
economic benefits which will accrue to all Canadians. 


As an equal partner in Confederation, British 
Columbia is entitled to the same fiscal considerations as 
received by other Provinces from the Government of Canada 
for power and flood-control projects. The Federal Govern- 
ment has provided to March 1965 over $77 million in sub- 
sidies to the South Saskatchewan River irrigation and power 
project, or 77.6 percent of the expenditure, and is contract- 
ing to initially build and pay for the entire $120 million 
transmission facilities from the Nelson River hydro-electric 
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development in Manitoba. The Atlantic Development Board will 
pay $20 million toward the construction cost of the New 
Brunswick Mactaquac hydro-power project, and will provide 
other forms of financial assistance in the Maritime Provinces 
through the Atlantic Provinces Power Development Program. 
Most of the funds for Quebec's $160 million nuclear power 
plant near Three Rivers will come from Ottawa, and Ontario 
receives $70 million a year for nuclear development. 


Mr. Prime Minister, British Columbia has received 
no Federal financial participation in its vast hydro-electric 
developments on the Peace and Columbia Rivers. In other words, 
it is constructing and financing these projects alone, al- 
though great benefits will accrue from its efforts for all of 
Canada. It has also been severely penalized by the imposition 
of the 11 percent Federal sales tax on building materials and 
machinery. This tax measure was introduced in the final 
stages of negotiations on the Columbia River project and was 
never considered in determination of the costs in the agree- 
ment. The Government of Canada negotiating representatives 
were aware this tax was not included in the project costs, 
and, therefore, it came as a great surprise to British Columbia 
to find these materials were not exempted for hydro construc-— 
tion purposes. This tax will add, with financial costs at 
current borrowing rates, approximately $100 million to the 
total cost of the Peace and Columbia River projects, to be 
borne by the people and businesses of British Columbia. 
British Columbia would stress it is completely unjustifiable 
that the Government of Canada should be enriched at the 
expense of Crown Provincial developments in British Columbia, 
while other Provinces enjoy substantial Federal subsidies 
and assistance on similar projects. 


Trans-Canada Highway 


The vital role of the Trans-Canada Highway in linking 
the Provinces of Canada has always been recognized by British 
Columbia. Although faced with per mile costs of construction 
almost double that in the rest of Canada and lower Federal 
percentage participation in the total cost, the Province has 
virtually completed work on the highway and has provided on 
many sections, and solely from Provincial funds, standards 
far superior to those required in the agreement. 


British Columbia is disturbed by the refusal so far 
of the Federal Government to share the cost of construction of 
a Major bridge over the Second Narrows at Vancouver. This 
refusal is contrary to the terms of the original agreement. 
The unrealized capital cost of the bridge at the time of 
forming part of the Trans-Canada sala! system and becoming 
Shareable with Canada was $21.8 million. British Columbia 
again requests payment by the Government of Canada of its 
Share of the cost of this structure. 


Pacific Great Eastern Railway 


The Pacific Great Eastern Railway, as a develop- 
mental railroad, has been a key factor in the rapid growth and 
development of the resource-rich central and northern areas of 
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British Columbia. The economic base of these regions has been 
greatly expanded with the unprecedented level of capital 
resource investment, such as in pulp, petroleum and natural- 
gas industries, throughout the railway's service area. One- 
third of the railway's total freight income now originates 
from the north-end of the line, and the proportion is antici- 
pated to increase rapidly with new capital investments in this 
area. Between 1951 and 1963, the latest date information is 
available, the number of individual income taxable returns 
and the total income thereon in the Prince George region 
increased 1968 and 282 percent respectively, in the Peace 
River area the corresponding increases were 471 and 719 
percent; for all other areas of the Province the increases 
were 64 and 141 percent. The population increase over the 
decade to 1966 of the City of Prince George was 125 percent, 
and of the principal centres in the Peace River area 128 
percent. 


In 1955, a former Canadian Prime Minister, speaking 
in Parliament to the motion on paying a construction subsidy 
to the Pacific Great Eastern Railway on 50 miles of the north- 
ern extension from Prince George,stated: "Our view that the 
present outlook does not justify a further extension of the 
line at this time would not, of course, prevent consideration 
of this matter again in a later year if the prospects for 
economic development then appear to be sufficiently promising 
to warrant a contribution toward the cost of constructing such 
an extension at that time". If "sufficiently promising economic 
development" is to be the guide-line for Government of Canada 
participation in development projects, surely the rapidly 
expanding economic base of the northern areas served by the 
railway, which is a fact now, not conjecture, justifies 
Federal sharing in the construction cost of this railroad 
at this time. 


Numerous precedents exist of Federal sharing in 
construction of developmental railroads. But while in other 
projects the Federal construction subsidies have been made 
during the period of construction, and not always to immediate 
economically justified projects, previous limited contribu- 
tions toward the Pacific Great Eastern Railway have been "after 
the fact", so to speak, and after many submissions by the 
British Columbia Government. The people of British Columbia 
ask for the same treatment afforded Canadians of other Pro- 
vinces in the past in respect of development railroads. The 
total Federal contribution outstanding at $25,000 per mile 
on the unshared portion of the rail line is $19,747,500. 


The Pacific Great Eastern Railway is entitled to 
the same operating subsidies paid by the Government of 
Canada to the two National railways and regional railways, 
including United Statesowned systems operating into Canada. 
The Provincial railway is paying the same wage rates as the 
major railways operating in British Columbia and is required 
to maintain low freight rates to remain competitive with these 
Federally subsidized railways. At the same time, the Pro- 
vincial railway is making a substantial contribution to the 
level of economic activity in the Province which is highly 
beneficial to Federal Government revenues. In addition, the 
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Pacific Great Eastern Railway, with its national and inter- 
national rail connections, is sharing significantly in Canada's 
favourable balance of international commodity trade. The 
people of British Columbia deserve to be treated equally with 
other Canadians and receive like subsidies for the Pacific 
Great Eastern Railway. Again, it is a question of only 
British Columbia having to "go it alone" in the construction 
and operation of a developmental railway. 


Conclusion 


Mr. Prime Minister, British Columbians believe, 
Canada, united from shore to shore, has a great destiny. How- 
ever, this will only be achieved if the Government of Canada 
realizes and acts on its responsibility to foster nation-wide 
economic development and, in so doing, treats all the regions 
of Canada equally and fairly. The cases of discrimination 
against British Columbia need immediate correction if its 
citizens are to fully appreciate and support Confederation. 
Even certain Liberal members of the Federal Parliament are 
advising British Columbia to apply to the Government of Can- 
ada for $200,000,000, which, they say, is available for 
the asking. The truth is, British Columbia has been asking 
for fair treatment and assistance with certain projects for 
its citizens over the years. The Government of Canada, however, 
has failed to recognize our requests and, at the same time, 
has continued to favour the other Provinces with special 
treatment. It is time, Mr. Prime Minister, the Government 
of Canada stopped overlooking British Columbia in its fiscal 
relations. 
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APPENDIX A: FEDERAL AND PROVINCIAL REPRESENTATIVES AND ADVISERS 


FEDERAL GOVERNMENT 


Conference on Financing Higher Education 


Rt. Hon. L. B. Pearson, Prime Minister (Chairman) 
Hon. Mitchell Sharp, Minister of Finance and Receiver General 
Hon. Judy LaMarsh, Secretary of State 


Hon. Jean Marchand, Minister of Manpower and Immigration 


Tax Structure Committee Meeting 


Hon. Mitchell Sharp, Minister of Finance and Receiver General 
(Chairman ) 


Hon. Maurice Sauvé, Minister of Forestry and Rural Development 


Hon. E. J. Benson, Minister of National Revenue and President 
of the Treasury Board 


Prene iy Conference of Prime Ministers and Premiers 


Rt. Hon. L. B. Pearson, Prime Minister (Chairman) 
Hon. Mitchell Sharp, Minister of Finance and Receiver General 


Hon. Allan J. MacEachen, Minister of National Health and 
Welfare 


Hon. Judy LaMarsh, Secretary of State 
Hon. Maurice Sauvé, Minister of Forestry and Rural Development 


Hon. E. J. Benson, Minister of National Revenue and President 
of the Treasury Board 


Hon. Jean Marchand, Minister of Manpower and Immigration 


Advisers 


Privy Council Office 
*Mr. R. G. Robertson, Secretary to the Cabinet 


*Mr. J. Beetz, Assistant Secretary to the Cabinet 


*In attendance at the meeting of the Tax Structure Committee. 
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Privy Council Office (Cont'd.) 
Mr. F. A. Milligan, Assistant Secretary to the Cabinet 


Department of Finance 
*Mr. R. B. Bryce, Deputy Minister of Finance 


*Mr. A. W. Johnson, Assistant Deputy Minister of Finance 
*Mr. E. Gallant, Director of Federal-—Provincial Relations 


*Mr. H. Calof, Departmental Solicitor 


Department of Secretary of State 
Mr. G. G. E. Steele, Under-Secretary of State 


Mr. R. Ross, Adviser, Higher Education 


Department of Manpower and Immigration 


Mr. T. Kent, Deputy Minister of Manpower and Immigration 
Mr. G. G. Duclos, Assistant Deputy Minister, Manpower Division 


Mr. W. R. Dymond, Assistant Deputy Minister, Programme 
Development Service 


Mr. M. Guay, Assistant Director General, Manpower Division 


Mr. J. P. Francis, Director, Economics and Research Branch 


Dominion Bureau of Statistics 


Mr. G. A. Wagdin, Director of Public Finance and Transportation 
Division 


Mr. N. LeSeelleur, Acting Director of Education Division 


Mr. W. B. Bolton, Chief, Governments Section Government and 
Transportation Division 


Mr. R. D. Mitchener, Chief, Higher Education Section 
Education Division 


PROVINCIAL GOVERNMENTS 


ONTARTO 


Hon. J. P. Robarts, Q.C. Prime Minister of Ontario 
* In attendance at the meeting of the Tax Structure Committee. 
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ONTARIO (Cont'd.) 
Hones. coNewi lan, treasurer OLeOntario 
Hon. W. G. Davis, Q.C. Minister of Education and of University 
Affairs 
Advisers 


Mr. W. M. Mcintyre, Secretary of the Cabinet, and Deputy 
Minister Prime Minister's Department 


Mr. Hugh E. Brown, Deputy Provincial Treasurer Treasury 
Department 


Mr. H. Ian MacDonald, Chief Economist of Ontario Department of 
Economics and Development 


Mro J. Ro McCarthy, Deputy Minister of University Affairs 
Mr. C. E. Brannan, Secretary of the Treasury Board 


Dr. J. K. Reynolds, Chief Executive Officer Prime Minister's 
Department 


Mr. D. W. Stevenson, Director, Economic Planning Branch 
Department of Economics and Development 


Mr. W. J. Smithson, Director of Research and Statistics 
Treasury Department 


QUEBEC 


Meeting on Education 


Hon. Johnson, Prime Minister of Quebec 


Hon. J. Je Bertrand, Minister of Education and Justice 


Hon. 


D 
J 
Hon. P. Dozois, Minister of Finance and Municipal Affairs 
J. N. Tremblay, Minister of Cultural Affairs 

M 


Hon. M. Masse, Minister without Portfolio (Education) 


Tax Structure Committee and Plenary Meeting 


Hon. D. Johnson, Prime Minister of Quebec 
Hon. P. Dozois, Minister of Finance and Municipal Affairs 


Hon. de Ne tremblay,, Minister of Cultural Atfiairs 
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QUEBEC (Cont'd.) 


Advisers 
Mr. C. Morin, Deputy Minister of Federal-Provincial Affairs 
Mr. J. Parizeau, Economic Adviser to Premier 
Mr. E. Tourigny, Legal Adviser to Premier 


Mr. L. Bernard, Legal Adviser Department of Federal—Provincial 
Affairs 


Mr. M. Bélanger, Financial Adviser 
Mr. P. Chouinard, Executive Secretary to Premier 
Mr. C. Pelletier, Technical Adviser to Premier 


Mr. M. Cazavan, Deputy Minister of Finance 


As Required 
Mr. A. Tremblay, Deputy Minister of Education 


Mr. Y. Martin, Director of Planning, Department of Education 
Mr. R. Després, Deputy Minister of Revenue 
Mr. R. Chatelain, Assistant Comptroller Department of Finance 


Mr. J. Robichaud, Technical Adviser Department of Federal- 
Provincial Affairs 


NOVA SCOTIA 
Hon. R. L. Stanfield, Premier of Nova Scotia 
Hon. G. I. Smith, Minister of Finance and Economics 
Hon. R. A. Donahoe, Attorney General 
Hon. J. M. Harding, Minister of Public Welfare 


Hon. G. J. Doucet, Provincial Secretary 


Advisers 
Mr. Y. A. Y. MacDonald, Deputy Attorney General 
Dr. H. P. Moffatt, Deputy Minister of Education 


Mr. I. G. McLeod, Administrative Assistant to Premier 


q42 


NOVA SCOTIA (Cont'd.) 


Advisers 
Mr. E. L. Goodfellow, Department of Finance and Economics 
Mr. H. G. Stevens, Department of Finance and Economics 
Dr. H. J. Somers, Association of Atlantic Universities 
Mr. S. J. Oram, Union of Nova Scotia Municipalities 
Mr. D. Fenwick 
NEW BRUNSWICK 
Hori: L. J. Robichaud, Q.C. Premier of New Brunswick 


Hon. L. G. DesBrisay, Minister of Finance and Industry 


Hon. W. W. Meldrum, Q.C. Minister of Education 


Advisers 
Mr. D. D. Transley, Deputy Minister of Finance 
Mr. W. B. Thompson, Department of Education 
Mr. F. Drummie, Economic Adviser 
Mr. C. H. Forsyth, Executive Assistant to Premier 


Mr. R. McLarty, Economist (Federal-Provincial Relations) 
Department of Finance 


Mr. Je Williamson, Treasury Board 
Mremweebroad, Information Officer 


MANITOBA 


Meeting on Education 


Hon. Duff Roblin, Premier of Manitoba 
Hon. G. Johnson, M.D. Minister of Education 


Hon. G. Evans, Provincial Treasurer 


Tax Structure Committee Meeting 
Hon. Duff Roblin, Premier of Manitoba 


Hon. G. Evans, Provincial Treasurer 
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MANITOBA (Cont'd. ) 


Plenary Meeting 
Hon. Duff Roblin, Premier of Manitoba 


Hon. G. Evans, Provincial Treasurer 
Hon. S. McLean, Q.C. Minister of Public Utilities 
Hon. S. Lyon, Q.C. Attorney General 


Hon. W. Weir, Minister of Highways 


Advisers 
Mr. D. R. C. Bedson, Clerk of the Executive Council 
Mr. J. S. Anderson, Deputy Provincial Treasurer 
Mr. N. R. Donogh, Director of Information Services 
Mr. L. Partridge, Director, Economy Branch Treasury Department 
Mrs. Mavis Newell, Economy Branch Treasury Department 


Miss C. Lavack, Secretary to the Premier 


As Required 
Mr. B. S. Bateman, Deputy Minister of Education 


Mr. D. A. Young, Special Assistant to the Premier 


Mayor C. N. Kusher, Q. C. Past President Manitoba Urban 
Association 


Reeve T. Hainsworth, President Union of Manitoba Municipalities 


BRITISH COLUMBIA 
Hon. W. A. C. Bennett, Premier of British Columbia 


Hon. R. W.’ Bonner, Attorney General and Minister of 
Commercial Transport 


Hon. L. R. Peterson, Minister of Labour and Education 


Advisers 
Mr. G. S. Bryson, Deputy Minister of Finance 
Mr. G. Kennedy, Deputy Attorney General 


444 


BRITISH COLUMBIA (Cont'd.) 


Advisers 
Dr. N. Perry, Deputy Minister of Education 


Mr. E. R. Rickinson, Deputy Minister of Social Welfare 


PRINCE EDWARD ISLAND 
Hon. A. B. Campbell, Premier of Prince Edward Island 
Monee HA CKey. tr COVvinCia W reascury 


Hon. G. Bennett, Minister of Education 


Advisers 
Mr. D. Dennis, Deputy Provincial Treasurer 


Mr. W. E. Massey, Director, Federal-Provincial Relations 
Department of Provincial Treasurer 


Mr. S. Wells 


As Required 
Dr. F. McKinnon, Principal of Prince of Wales College 


Rt. Rev. G. MacDonald 


Mr. A. Wells, Private Secretary Office of the Premier 


SASKATCHEWAN 


Hon. R. Thatcher, Premier of Saskatchewan 


Advisers 
Mr. A. T. Wakabayashi, Deputy Provincial Treasurer 


Mrs Re. Lloyd 
ALBERTA 


Hon. E. C. Manning, Premier of Alberta 


Hon. O. A. Aalborg, Provincial Treasurer 
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ALBERTA (Cont'd. ) 


Hone Re HealMicKinnon, Minister of Education 


Advisers 
Mr. Cepek idiuckvaede. “erevinciam Avdator 
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NEWFOUNDLAND 
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Advisers 
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Mr. E. Roberts, Parliamentary Assistant to the Premier 
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Mr. A. B. FPerlin, Adviser 
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General Secretariat 
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Mr. A. W. Johnson, Secretary of Tax Structure Committee 
Meeting 


Mr. E. C. Aquilina, Executive Secretary (Privy Council Office) 


Mr. N. Préfontaine, Assistant Secretary (Special Planning 
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General Secretariat (Cont'd.) 

Dr. B. Celovsky, Assistant Secretary (Manpower and Immigration) 

Mr. J. Garner, Assistant Secretary (Finance) 

Mr. D. H. Clark, Assistant Secretary (Finance) 
Mr. W. Haney, Assistant Secretary (Finance) 
Mr. C. Gill, Assistant Secretary (Secretary of State) 
D. Lyngseth, Assistant Secretary (Finance) 
J. N. Lynn, Assistant Secretary (Finance) 
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- Veilleux, Assistant Secretary (Finance) 


Press and Information Secretariat 


Mr. H. A. Dornan, Press Secretary and Special Assistant to the 
Prime Minister 


Mr. B. Dufresne, Press Officer 
Mr. A. H. Donnelly, Press Officer 
Mr. J. Wightman, Press Officer 


Administrative Secretariat 
Mr. L. Lafrance, Administrative Secretary 
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Appendix B 


Proposed Agenda for 
Federal—Provincial Conference 
October 1966 


4. The financing of higher education 


2. Federal-Provincial Fiscal Arrangements 
a) Tax Sharing 
vb) Shared-Cost Programmes 
c) Equalization 
a) Intergovernmental liaison on economic 


and fiscal matters 


%. Other Matters 
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ESTIMATION DES PAIMENTS DE PEREQUATION AUX PROVINCES EN 1966-1967 


Terre-Neuve 

Piles cue: rineé—-icouard 
Nouvelle-Ecosse 
Nouveau-Brunswick 
Québec 

Ontario 

Manitoba 


Saskatchewan 


(Proposition fédérale spéciale) 


Alberta 


Colombie-Britannique 


REMARQUES: (1) Comprend les subventions de redressement a l'intention des provinces atlantiques. 


Calculs tenant 
Formule Proposition compte des revenus 
actuelle 1 fédérale des munici alités4 Ou ate 
en millions en millions en miidions en millions 
de dollars) de dollars) de dollars) de dollars) 


oh Mi Selige Se ORG $m Seto $5902.60 
TOS6 TOS Was 18.4 
50.2 69.0 hod ad el: 
HU 6 OOS S9e0 99 33 
149.5 235.3 1143 ¢ 349.3 
al ae 29 3.4 Soe 
B12 2) 
esi ee bl! OnlienS © has Dees eh Sel. 5 


(2) St l'on applique a la Saskatchewan la proposition fédérale, cette province ne rece- 
vrait rien en vertu de la péréquation en 1966-1967. Ottawa a toutefois mis au point 
une proposition spéciale de paiement 4 la Saskatchewan de $27.2 millions en 1966-67; 
On dude verseranauss!) dlautres sommesequi frontgen diminuant au, Cours Ges cangep co 


chaines années, 


jusquia devenirenulles, croit—on;, 


(3) Comprend la proposition fédérale spéciale de $27.2 millions 4 l'endroit de la Sask- 


atchewan. 


NVinciut! pag-o0s.> mi Fons 


(4) Caleculé selon les recommandations de la Nouvelle-Ecosse. 
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TABLEAU ILLUSTRANT LA PROPOSITION DE TRANSFERTS FISCAUX AUX PROVINCES POUR 
LES AIDER A ACQUITTER LES FRAIS CROISSANTS DE FONCTIONNEMENT ET D'IMMOBILISATIONS 
DE L'ENSEIGNEMENT POST-SECONDAIRE 


D'aprés des extrapolations pour l'année 1967-1968 
en millions de dollars 
Transferts fiscaux aux provinces 


Province Valeur de 4 Valeur erequation Valeur des Grand total: 
points de point de des transferts spéciale des transferts Transferts fiscaux 
l'impét sur D“inpetesur @d!impor programmes fiscaux et paiements de pé- 
le revenu des le revenu portant la réquation plus 
particuliers des sociétés valeur des "Elimination graduel- 
aprés péréqua— aprés péré- transferts les" des subventions 
tion quation fiscaux d'immobilisation de 
(a) (a) (col.3) a $14 formation. 
par habitant (c) 
Terre—Neuve 4,196 1 5OT 5,697 Neetis al,§ Le, 7,010 
Tle-du-Prince-Edouard 904 423 eae Se 7 1,554 2,354 
Nouvelle-Ecosse 6,256 2,238 8,494 eneoe TOs poe 163752 
Nouveau-—Brunswick 5s 16S 1,847 7 cao Ig G51 8,876 10,876 
Québec 47,756 Lee O Pa 64,833 Leek 82,054 127 , 054 
Ontario 74,852 2 Oe 100,582 ~ 100,582 L006, 582 
Manitoba 7.912 2,829 10,741 2,853 13,594 18,594 
Saskatchewan 5,404 L750 7,154 6,456 £44 510 20,510 
Alberta L256 4.230 15,466 5,492 20 950 20,958 
Colombie-Britannique Coe hye C050 24,802 OSe 26,684 34,684 
Totaux 1615856 Gh 152 246,011 D9; 723 285,774 (b) eee a Nb: 
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De gauche & droite, assis: l’hon. R.L. Stanfield, Premier ministre de la Nouvelle- 
Ecosse; le trés hon. L.B. Pearson, Premier ministre du Canada; Son Excellence Général 
le trés hon. Georges-P. Vanier, D.S.O., M.C., C.D., Gouverneur général du Canada; 
hon. D. Johnson, Premier ministre du Québec; et l’hon. L.J. Robichaud, Premier 
ministre du Nouveau-Brunswick. 

De gauche & droite, debout: l’hon. A.B. Campbell, Premier ministre de l’Ile du Prince- 
Edouard; l’hon. J.R. Smallwood, Premier ministre de Terre-Neuve; l’hon. D. Roblin, 
Premier ministre du Manitoba; l’hon. W.A.C. Bennett, Premier ministre de la Colombie- 
Britannique; et l’hon. R. Thatcher, Premier ministre de la Saskatchewan. (Absent lors 
de la photographie: l’hon. J.P. Robarts, Premier ministre de 1’Ontario; l’hon. E.C. 


Manning, Premier ministre de 1’ Alberta.) 
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